
A\ Richardson
Electronics, Ltd.

May 2, 1990

Corporate Headquarters
40W267 Keslinger Road
LaFox, IL 60147 USA

Phone: (800)323-1770
(312)208-2200

FAX: (312)208-2550
Telex: 283461Ruth Mancos

Emergency Support Section
U.S. Environmental Protection Agency, 5HS-11
230 South Dearborn Street
Chicago, IL 60604

Dear Ms. Mancos:

Enclosed pleass find the Response of our Company to the
Request for Information Pursuant to Section 104(e) of CERCLA and
Section 3007 of RCRA, for the Conservation Chemical Company Site
in Gary, Indiana, which was enclosed with a letter addressed to
National Electronics from Robert J. Bowden of your office dated
January 30, 1990, which we received on or about March 13, 1990.
Pursuant to our telephone call, confirmed in my letter to you of
April 5, 1990, we were given until May 2, 1990 to file our
Response to the Request.

We believe we have fully responded to the Information
Request, except for information and/or copies of liability
insurance policies in response to information request # 8, which
as noted in the response, will be provided as soon as the
policies are assembled. Should you require any further or
additional information or clarification of any of our responses
please do not hesitate to contact the undersigned.

It would be appreciated if you would acknowledge receipt of
this letter and our enclosed Response by signing and returning
the enclosed duplicate copy of this letter in the enclosed
stamped and addressed return envelope.

Very truly yours,

RICHARDSON ELECTRONICS, LTD.

William G. Seils
General Counsel and Secretary

WGS:cak
Enc.

Specialists in the Distribution
and Manufacture of Electron
Tubes and Semiconductors
for Industry
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STATE OF ILLINOIS )
) ss.

COUNTY OF KANE )

AFFIDAVIT OF COMPLIANCE

William G. Sells, being first duly sworn, deposes and says:

1. I am General Counsel and Secretary of Richardson
Electronics, Ltd. ("Richardson"). I have responsibility for
Richardson's compliance with Request for Information Pursuant to
Section 104(e) of CERCLA and Section 3007 of RCRA, for the
Conservation Chemical Company Site, in Gary, Indiana, received
by Richardson on March 13, 1990 (hereafter "Request").

2. To the best of my information, knowledge and belief, a
diligent record search has been completed and there has been a
diligent interviewing process with those present employees who
may have knowledge of the operations, hazardous substance use,
storage, tratement, releases, spills, disposal or handling
practices of Richardson between 1970 to 1985, except for those
employees whose interviews were expected to produce no new or
additional information.

3. The responses to Request furnished herewith were
prepared by the undersigned based on the records indicated and
the information provided by Richardson employees.

4. To the best of my knowledge, information and belief the
facts set forth in the Responses are true and correct and I am
competent to testify thereto.

William G. Seils

STATE OF ILLINOIS )
) ss.

COUNTY OF KANE )

Subscribed and sworn to before me
this 2nd day of May, 1990.

Notary Public

•My -Commission Expires: ^ /

Official SEAL
CAROL A KUCZYNSKI

irorwr PUILIC sim OF
MY COMM. EXP. JULY 17,)Wq



Richardson Electronics, Ltd.
Response To Request For Information

Conservation Chemical Company Site, Gary, Indiana

SUMMARY

Richardson Electronics, Ltd. ("Richardson"), a Delaware
corporation, with its principal place of business at 40W267
Keslinger Road, LaFox, Illinois 60147, is not a Potentially
Responsible Party as it did not dispose or arrange for the
disposition of hazardous substances, pollutants, or contaminants
at the Site. The records relied upon by the United States
Environmental Protection Agency pertain to another company as
more fully described below.

INTRODUCTION

Richardson responds as follows to the Request for
Information Pursuant to Section 104(e) of CERCLA and Section
3007 of RCRA, for the Conservation Chemical Company Site, in
Gary, Indiana (the "Request") enclosed with a letter dated
January 30, 1990 from Robert J. Bowden of the United States
Environmental Protection Agency, Region 5, addressed to National
Electronics, P.O. Box 269, Geneva, IL 60134 and received by
Richardson on or about March 13, 1990. The relevant time period
for the Request is from 1970 to 1985. All terms used herein not
otherwise defined herein shall have the meaning ascribed to them
by the Request.

Richardson did not send any hazardous substances, pollutants
or contaminants to the Site during the relevant time period.
Richardson believes the Request was delivered to it because it
uses, and has used since May 29, 1981, the name National
Electronics as a trade name for its electron tube manufacturing
operation in LaFox, Illinois which is located just outside of
Geneva, Illinois. Richardson believes that the prior owner of
its premises in LaFox, Illinois, which also operated under the
National Electronics name, may have turned over to Conservation
Chemical Company of Illinois ("CCCI") hazardous substances,
pollutants or contaminants which were generated by another
business that such owner had previously conducted and which CCCI
disposed of at the Site.

On or about May 29, 1981 Richardson acquired an electron
tube manufacturing business (including property, plant and
equipment and right to use the name National Electronics) which
operated at 40W267 Keslinger Road, LaFox, Illinois (the "NED
Business") for approximately $7,000,000 from Varian Associates,
Inc. ("Varian") a Delaware corporation, with executive offices
at 611 Hansen Way, Palo Alto, California 94303, phone number
415-493-4000. The NED Business was purchased pursuant to an



Agreement of Purchase and Sale between Richardson and Varian
dated April 11, 1981, see document production numbers RE 77
through RE 120 (the "NED Business Purchase Agreement"). The NED
Business was a very minor part of Varian's total operations.
Varian, together with its subsidiaries, is a high-technology
enterprise, founded in 1948, engaged in the research,
development, manufacture, and marketing of various products and
services for the fields of communication, defense, industrial
production, scientific and industrial research, health care, and
environmental monitoring. Varian's principal lines of business
are Electronic Device and Systems, Analytical Instruments,
Semiconductor Equipment, and Medical and Industrial Products.
Varian's foreign subsidiaries engage in some of the
aforementioned lines of business and market Varian's products
outside the United States. As of September 29, 1989, Varian
employed approximately 12,100 people worldwide. Varian's gross
sales in its most recently completed fiscal year, September 29,
1989, were $1,343,600,000.

Prior to Richardson's acquisition of the NED Business,
Varian operated a business of manufacturing silicon
semiconductor devices ("SCR Business") from about 1970 to 1980
at the same premises at which it conducted the NED Business.
While Richardson did purchase Varian's remaining inventory of
silicon semiconductor devices Richardson did not purchase the
SCR Business. See the NED Business Purchase Agreement, document
page numbers RE 77 and RE 78, which specifically excludes the
SCR Business from the purchase by and sale to Richardson. On
the basis of information supplied by Eugene F. Loeb, an employee
of Richardson and a former employee of Varian, it was the SCR
Business of Varian that purchased, stored, and used hazardous
substances that in part were disposed of by turning them over to
CCCI who apparently transported them to the Site. See the
response to request number 7 below.

From reviewing our records and information available it
appears that process wastes of the NED Business, to the extent
there may have been any, were not sent to the Site. However,
since some of the employees that were at one time engaged in the
SCR Business of Varian that generated the hazardous substances,
pollutants or contaminants waste that Varian turned over to CCCI
were subsequently employed by Richardson in its NED Business,
Richardson is responding to the Request as best it can with
respect to the purchase, use, storage, handling and disposition
of hazardous substances, pollutants and chemicals at the Site by
the SCR Business.



Request # 1

Identify all persons consulted in the preparation of the
answers to these Information Requests.

RESPONSE:

(a) Eugene F. Loeb
40W267 Keslinger Road
LaFox, IL 60147
Employed by Richardson Electronics, Ltd.
Job Responsibility: Vice President Corporate
Engineering

(b) Carl Davison
40W267 Keslinger Road
LaFox, IL 60147
Employed by Richardson Electronics, Ltd.
Job Responsibility: Production Supervisor responsible
for manufacturing production of specific units.

(c) Joseph C. Grill
40W267 Keslinger Road
LaFox, IL 60147
Employed by Richardson Electronics, Ltd.
Job Responsibility: Vice President of Human Resources

(d) Leonard R. Prange
40W267 Keslinger Road
LaFox, IL 60147
Employed by Richardson Electronics, Ltd.
Job Responsibility: Vice President, Treasurer and
Chief Financial Officer

(e) William G. Seils
40W267 Keslinger Road
LaFox, IL 60147
Employed by Richardson Electronics, Ltd.
Job Responsibility: General Counsel and Corporate
Secretary

(f) Selwyn Marcus
3100 Dundee Road
Northbrook, IL 60062
Employed by Northbrook Risk Managers, Inc.
Job Responsibility: President of agency, provides
insurance coverage to Richardson



Request # 2

Identify all documents consulted, examined, or referred to
in the preparation of the answers to these Requests and provide
copies of all such documents.

RESPONSE:

Other than general reference works the documents consulted
consisted of:

(a) Agreement of Purchase and Sale between Varian, as
seller, and Richardson, as purchaser, dated April 11,
1981, relating to the purchase by Richardson from
Varian of the NED Business, a copy of which is attached
hereto as pages numbered RE 77 through RE 120.

(b) Varian*s Form 10-K Annual Report Pursuant to Section 13
or 15(d) of the Securities Exchange Act of 1934 for the
fiscal year ended September 29, 1989, a copy of which
is attached hereto as pages numbered RE 121 through RE
186.

(c) Index cards of purchases of materials by the SCR
Business, duplicate copies of which are attached hereto
as pages numbered RE 1 through RE 50.

(d) Personnel records, duplicate copies of which are
attached hereto as pages numbered RE 277 through RE
280.

(e) Certificate of Incorporation of Richardson Electronics,
Ltd., a copy of which is attached hereto as pages
numbered RE 51 through RE 64.

(f) By-Laws of Richardson, as amended, a copy of which is
attached hereto as pages numbered RE 65 through RE 76.

(g) Financial statements of Richardson for the fiscal years
ended May 31, 1985 through May 31, 1989, copies of
which are attached hereto as pages numbered RE 187
through RE 236.

(h) Richardson tax returns for its fiscal year ending May
31, 1987 through May 31, 1989, copies of which are
attached hereto as pages numbered RE 245 through RE
263.

(i) Richardson proxy statement for its annual meeting of
shareholders held October 18, 1989, a copy of which is
attached hereto as pages numbered RE 264 through RE
276.



Richardson did obtain from Burke, Murphy, Costanza & Cuppy,
Attorneys at Law, First National Bank Building, 720 W. Chicago
Avenue, East Chicago, Indiana 46312, attorneys for 6500
Industrial Highway Potentially Responsible Party Committee,
copies of EPA records of CCCI relating to the disposition at the
Site of substances and materials picked up from Varian's SCR
Business. Since those documents are in the possession of the
EPA copies have not been furnished with this Response.

Request # 3

If you have reason to believe that there may be persons able
to provide a more detailed or complete response to any
Information Request or who may be able to provide additional
responsive documents, identify such persons.

RESPONSE

We have no knowledge of any other persons who could provide
additional information or documents. However, it is possible
that there are persons in the employ of Varian, who may be able
to provide additional responsive documents or information.

Request # 4

List the EPA Identification Numbers of the Respondent.

RESPONSE

United States EPA Identification Number for Richardson is
ILD062405204 and the State of Illinois EPA Identification
Number for Richardson is 0898030003.

Request # 5

Identify the acts or omissions of any persons, other than
your employees, contractors, or agents, that may have caused the
release or threat of release of hazardous substances,
pollutants, or contaminants and damages resulting therefrom.

RESPONSE:

We have no knowledge of the specific acts or omissions of
any person that may have caused the release or threatened
release of hazardous substances, pollutants, or contaminants
and damages resulting therefrom. If there was or is a



release or threat of release of hazardous substances,
pollutants, or contaminants and damages resulting therefrom
at the Site we assume they were caused by, or that knowledge
of whom they were caused by, is in the possession of the
employees, contractors, or agents of CCCI.

Request # 6

Identify all persons having knowledge or information about
the generation, transportation, treatment, disposal or other
handling of hazardous substances, including but not limited to,
AROCLOR 1016, AROCLOR 1221, AROCLOR 1232, AROCLOR 1242, AROCLOR
1248, AROCLOR 1254, AROCLOR 1260, or any other polychlorinated
biphenyl (PCB) by you, your contractors, or by prior owners
and/operators.

RESPONSE:

(a) Varian Associates, Inc.
611 Hansen Way
Palo Alto, CA 94303

(b) Conservation Chemical Company of Illinois
P.O. Box 6066
Gary, IN 46406

(c) Eugene F. Loeb
40W267 Keslinger Road
LaFox, IL 60147
Employed by Richardson Electronics, Ltd.
Job Responsibility: Vice President Corporate
Engineering

(b) Ronald Prevost
No address record on file
Last employed by Richardson as Senior Buyer
Job Responsibility: Obtaining materials from suppliers
at lowest cost consistent with considerations of
quality, reliability of source and urgency of need.

(c) Lamonte Walker
No address record on file
Last employed by Richardson as Manager - Facilities
Job Responsibility: Under direction, plans, organizes
and manages employees engaged in maintenance and
cleaning of grounds, buildings, parking lots,
manufacturing machinery and other equipment.



(d) Harry Haase
No address record on file
Last employed by Richardson as Supervisor - Electrical
and Mechanical in-process maintenance
Job Responsibility: Under direction, plans, organizes
and directs employees engaged in electrical and
mechanical in-process maintenance to support production
and building facilities.

(e) Larry Higgins
No address record on file
Last employed by Richardson as Senior Buyer
Job Responsibility: Obtaining materials from suppliers
at lowest cost consistent with considerations of
quality, reliability of source and urgency of need.

(f) Carl Davison
40W267 Keslinger Road
LaFox, IL 60147
Employed by Richardson Electronics, Ltd.
Job Responsibility: Production Supervisor responsible
for manufacturing production of specific units.

Request # 7

Did you ever use, purchase, store, treat, dispose, transport
or otherwise handle any hazardous substances or materials,
including but not limited to. AROCLOR 1016, AROCLOR 1221,
AROCLOR 1232, AROCLOR 1242, AROCLOR 1248, AROCLOR 1254, AROCLOR
1260 or any other (PCB)?

RESPONSE:

No. However, as noted in the Introduction to this Response
the National Electronics division of Varian operated a business
of manufacturing silicon semiconductor devices, the SCR
Business, during a period of approximately 1970 to 1980 when it
ceased such operations. It was that manufacturing operation
that used the hazardous substances, and generated the wastes
that were delivered to CCCI and which CCCI apparently disposed
at the Site. The same division of Varian also operated an
electron tube manufacturing operation which was purchased by
Respondent, Richardson, in 1981. The response to this request
sets forth information with respect to Varian's SCR Business
provided by Eugene F. Loeb, an employee of Respondent who was
also an employee of Varian at the time it operated the SCR
Business which used, purchased, stored, treated, disposed,
transported and otherwise handled the hazardous substances
noted.



Request:

If the answer to the preceding question is anything but an
unqualified "no", identify:

a) The chemical composition, characteristics, physical
state (e.g., solid, liquid) of each hazardous substance;

RESPONSE:

The following chemicals were used by Varian's SCR Business:

(1) Acetone (CH3)2CO, liquid
(2) Trichloroetnylene C2H3CL3, liquid
(3) Hydroflouric Acid HF, liquid
(4) Hydrochloric Acid HCL, liquid
(5) Sulphuric Acid H2S04, liquid
(6) Acetic Acid CH3C02H, liquid
(7) Methanol CH3OH, liquid
(8) Caustic Soda NaOH, liquid
(9) Cyanide KCN, crystals
(10) Lapping oil, liquid
(11) Mixed acids, liquid. Mixtures of:

Hydroflouric acid HF
Nitric acid HNo3
Acetic acid CH3C02H
Phosphoric acid HPO2

(12) Freon CL2CF2, liquid

Request:

b) Who supplied you with such hazardous substances;

RESPONSE:

Records indicate that the suppliers to Varian's SCR Business
for each of the chemicals identified in response to 7.a) above
were as set forth below. The numbers correspond to the number
identifying the chemical in 7.a) above.

(1) J.T. Baker Co., Phillipsburg, NJ 08865
Producers Chemical, Batavia, IL 60510
Allied Chemical Co., Morristown, NJ 07960

(2) Baron-Blakeslee Inc., Chicago, IL 60650
Chemcentral/Chicago, Chicago, IL 60638
Producers Chemical Co., Batavia, IL 60510
Detrex Chemical Inc., Melrose Park, IL 60160

(3) J.T. Baker Co., Phillipsburg, NJ 08865
Allied Chemical Co., Morristown, NJ 07960

(4) J.T. Baker Chemical Co., Phillipsburg, NJ 08865
Allied Chemical Co., Morristown, NJ 07960
Producers Chemical Co., Batavia, IL 60510
Mallinckrodt Chemical Co., St. Louis MO 63160



(5) Producers Chemical Co., Batavia, IL 60510
(6) Allied Chemical Co., Morristown, NJ 07960

J.T. Baker Chemical Co., Phillipsburg, NJ 08865
(7) Producers Chemical Co., Batavia, IL 60510

Phillip & Martin, Addison, IL 60101
(8) Producers Chemical Co., Batavia, IL 60510
(9) No supplier record available
(10) Crane Packing Co., Rosemont, IL 60018
(11) Allied Chemical Co., Morristown, NJ 07960

Mallinckrodt Chemical Co., St. Louis MO 63160
(12) Baron-Blakeslee Inc., Chicago, IL 60650

Detrex Chemical Ind., Melrose Park, IL 60160

Request:

c) How such hazardous substances were used, purchased,
generated, stored, treated, transported, disposed or otherwise
handled by you;

RESPONSE:

c) As previously stated these chemicals were not used by
Richardson, but were used by Varian's SCR Business in the
production processes of silicon semiconductor devices,
specifically silicon rectifiers and silicon controlled
rectifiers during the 1970's. Varian exited the
semiconductor manufacturing business in 1980, discontinuing
the use of the substances specific to this product line.

The substances were all purchased from outside
suppliers as indicated in the Response to 7.b) above. None
were generated on site.

The virgin purchased substances were stored in a safe
hazardous materials storage area. The spent substances were
stored likewise in a separate area.

The spent substances were disposed of through EPA
approved disposal agents, such as CCCI. Some small amounts
may have been neutralized on site, qualifying them for
disposal as nonhazardous substances.

Request:

d) When such hazardous substances were used, purchased,
generated, stored, treated, transported, disposed or otherwise
handled by you;

RESPONSE:

d) As previously stated these chemicals were not used by
Richardson, but were used by Varian's SCR Business. The



bulk of these substances were used, purchased, stored,
transported, handled and disposed of by Varian's SCR
Business between about 1970 and 1980.

Request:

e) Where such hazardous substances were used, purchased,
generated, stored, treated, transported, disposed or otherwise
handled by you; and

RESPONSE:

e) As previously stated these chemicals were not used by
Richardson, but were used by Varian's SCR Business. These
substances were used, purchased, and stored by the Varian
SCR Business at

National Electronics
Division of Varian Associates, Inc.
40W267 Keslinger Road
LaFox, IL 60147

Disposal originated from that location as noted in 7.c;
above.

Request:

f) The quantity of such hazardous substances used,
purchased, generated, stored, treated, transported, disposed or
otherwise handled by you.

RESPONSE:

f) As previously stated these chemicals were not used by
Richardson, but were used by Varian's SCR Business. Based
on index cards reflecting purchases by Varian's SCR Business
we have calculated an estimate of the annual usage of these
chemicals by Varian's SCR Business. These quantities are
approximates, based on the sketchy purchasing records
available, covering the period of 1970-1980. The records
available cover generally 1977-1980, which were peak use
years. The business was small in 1970, growing steadily
until ended in 1980. So the usages represent approximate
average yearly usage for this period.

1. Acetone 3,000 gals/yr.
2. Trichloroethylene 5,000 gals/yr.
3. Hydroflouric acid 1,000 gals/yr.
4. Hydrochloric acid 1,000 gals/yr.
5. Sulphuric acid 200 gals/yr.
6. Acetic acid 250 gals/yr.
7. Methanol 1,000 gals/yr.



8. Caustic soda 50 gals/yr
9. Cyanide 10 gals/yr,
10. Lapping oil 300 gals/yr,
11. Mixed acids 2,000 gals/yr,
12. Freon 600 gals/yr,

Request # 8

Identify all liability insurance policies held by Respondent
from 1970 to 1985. In identifying such policies, state the name
and address of each insurer and of the insured, the amount of
coverage under each policy, the commencement and expiration
dates for each policy, whether or not the policy contains a
"pollution exclusion" clause, and whether the policy covers or
excludes sudden, nonsudden or both types of accidents. In lieu
of providing this information, you may submit complete copies of
all relevant insurance policies.

RESPONSE:

Richardson does not have liability insurance policies that
may have been held by Varian's SCR Business. Richardson does
not have on its premises its policies for the period required.
To the extent they are available they are being assembled by
Richardson's insurance agent, Northbrook Risk Managers, Inc.
They or the information will be delivered upon receipt.

Request # 9

Provide copies of all income tax returns sent to the Federal
Internal Revenue Service in the last three years.

RESPONSE:

See attached document production numbers RE 245 through RE
263.

Request # 10.

If Respondent is a Corporation, respond to the following
requests:

a) Provide a copy of the Articles of Incorporation and
By-Laws of the Respondent;

RESPONSE:

See attached document production numbers RE 51 through RE
76;



b) Provide Respondent's financial statements for the past
five fiscal years, including, but not limited to those filed
with the Internal Revenue Service.

RESPONSE:

See attached document production numbers RE 187 through RE
236;

c) Identify all of Respondent's current assets and
liabilities and the person who currently own or are responsible
for such assets and liabilities.

RESPONSE:

See attached document production numbers RE 237 through RE
244, which sets forth the most current statement of Respondent's
assets and liabilities. See also attached document production
numbers RE 264 through RE 276 which sets forth information on
ownership of Richardson and its board of directors on pages
numbers RE 264 through RE 269.

Request # 11

If Respondent is a Partnership, provide copies of the
Partnership Agreement.

RESPONSE:
NA

Request # 12

If Respondent is a Trust, provide all relevant agreements
and documents to support this claim.

RESPONSE:
NA
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P - Barber Coleman Co., Rockford A. H. Cuerneey,
Purchasing

Only outbound chemical of consequence is 2,000 gallons a month of mixed oils
including lub oils, cutting oils, and probably hydraulic oils. Never the less
he would like our brochure. Will Kansas City please send to A. H. Guernsey,
Purchasing, Barber Coleman Co., 1300 Rock St., Rockford, 111. 61101.

P - Admiral Radio, Harvard, 111.
Attempted to phone Orland Turrif but he was per usual not available. The
phone service in this place is terrible. Will phone from Lake Loff later.

November 22, 1974

Northshore Sanitary District - Bill Koepsal
The second tank wagon of^ferric chloride from Conservation is delivered, they
are resting easier with us. Bids for the 1975 ferric chloride and lime re-
quirements will be mailed out shortly, we helped Koepsal on his rewording to
include 267D ferric chloride.

P - EPA, Springfield, 111. W. Child
Child returned my phone call to say that he had been unable to obtain any policy
clarification regarding liquid chemical.disposal in land fills. Nevertheless
they were sending us what data they had available in regard to Pagel's pit.
We will have to see what they finally show up with.

Child also suggests that the only way I can assemble the picture of "what is
happening" is to come to Springfield and talk to the people. He volunteers
to arrange »fjr«intments for me and introductions with several important people

involved including his boss, etc. (N.B. Hjersted vetos this to my regret. I
believe that this is the only way that we will find out what the thinking is.
Whether the thinking stays put after our investigation of it is of course a
matter of speculation).

November 25, 1974

Phone Conference with Art Davis:

Trent Tube - Art suggests I call here,East Troy, Wis. to check this situation in
view of receipt of an inquiry from Trent Tube for prices on substantial quantities
of a pickle liquor or neutralized sludge from same. This account has to now been
handled through Hydrite Chemical.

Samples of Pickle Liquor not yet received from Northwest Steel & Wire - Horn
phoned Northwest to find they have not been sent, are still coming when available.

End of conference with Art Davis.

P - Corey Steel Perkins *
The machinery to produce copperas and rejuvenate his picle liquor is out of
commission. He has some 6,000 gallons a week of piclc liquor available and will
receive a quotation from us on this. I asked for a sample which he says will be
available in a week or so. They are rebuilding their acid tanks. Horn will pick
up this sanple and rush it to Gary for this is a clean pickle liquor, sulphuric.
It would be of use to us in several directions. Perkins says it will be a year
c~ mere before ttey *et Ur.e îev p^rts for their centrifuge for their rejuvenating
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BUHKE, MURPHY, COSTANZA & CUPPY
ATTORNEYS AT LAW

EDWARD L. BUHKE 61O GAINER BAWK CENTER
LESTER F. MURPHY" 8585 BROADWAY
JOSEPH E. COSTANZA* ,, T _
FREDERICK M. CUPPY MBBBIU.VII.I.E, INDIANA 4641O-7O92 RQDNEY B DyERLy

GERALD K. HREBEC <219> 769-1313 OF COUNSEL
ANDREW J. KOPKO* TELECOPIER (S19) 769-68O6
LAMBERT C.GENETOS FlHST NATIONAL BANK BUIUJIHO
GEOHOEW.CARBERRY CHICAGO AVENUE
DAVID K.RANICH May 3, 1990 EAST CmcAoo, INDIANA 46312
KATHRYN D. SCHMIDT 397-S4O1
DAVID CEHVEN TELECOPIER (Si9) 397-O5O8
DEMETBI J. RETSON
ELIZABETH P. MOENNINO*
PHILLIP A NOHMAN
PAULA E. NEFF*
A TED KUNDRAT
LILY M. SCHAEFER
'ALSO ADMITTED IN ILLINOIS

"ALSO ADMITTED IN ILLINOIS AND FLORIDA,

Mary L. Fulghum, Esq.
Assistant Regional Counsel
United States Environmental
Protection Agency

Region V
230 South Dearborn Street
Chicago, IL 60604

Dear Ms. Fulghum:

We enclose at your request a copy of the last known address and
contact person for the 247 potentially responsible parties
originally listed by the USEPA in connection with the
Conservation Chemical Site of Illinois, Gary, Indiana, facility.

It will be apparent upon reviewing the enclosed list that for
some of the listed PRP's there are no addresses available to us.
Upon review of the information if you have further questions,
please do give me a call.

Very Jtruly yours,

/;.M
PAULA E. NEFF

PEN/jr

Enclosure



Sd.OT.ON

19539 HYDROCHLO
ELECTRONIC GRAD

Cr X JHf/PER CA
f * /<?*

SHIP TOi

R1C ACID,
E
SE)

SHIP VIA:

KEY ff*-/-^*} 7 VENDC* NAME

DEVICE Qvant.Al
PART NO. 5X-208

ACCOUNT NO.

55608

D DO NOT TAX, ,— , ADD TAX,
FOt tESALE XJ NOT FOR RESALE

[X] OIKJIN r~[ OESTINAT.

CARD ccu/»rk
ROUTING SEMCO

IN PLANT DESTINATION:
REC. Q STOCK O
INSP. Q OIV. Q

ADDRESS OftRfi1;

» J.T. BAKER CHEMICAL CO. ,222 RED SCHOOL LANE, PHI LLIPSBURG,N * J
2 MALLINCKRODT CHEMICAL CO,,1ND £ MALLINCKRODT STS . , ST . LOUI S,»

6 1 1 B 0

3 ALLIED CHEMICAL CORP ., CENTRAL ORDER SERVICE DEPT. ,P .0. BOX 11

4

REQUISITION

REQTN. STOCK QUANT.
DATE |Al. UNIT

•' ' 1 01 £/ 9

/fill "7 c-:J ^/t r

• • y-T.t .
ffaln $ *>•'-'..-

1 /2 y J

REQUMED
DATE

^ J> -,

f -A.
fe:,._

V? ;y

%>4

REQ.
IY

&<•-

^

^ ^

/'%

APf,
IY

^

7^

///

4?

MUKKiSI UWM, N, J. U / y D U

PIKE WEAKS

TERMS

1%10DA
0 NET !
87R NE'

PLAN LEAD TIME

LEAD TIMES

0
in «^v "^JW/y'***3

/s5?/F'T"
PURCHASE tECEIVED

KEY

J:
/
3
3
2
3

Ord« Pwinl CM. Quantity
av ^* ?>C? I J J**- ''fcrtt VI X*VA-/3 ' ~ r i / C-

P. O. NO.

Ll'~±*L
IcO vJiv-

l',K(*^
LH^t-
(?%l ^^

P
DUE DATE QUANTITY (i) UNIT PRICE BUYER

-" j
*? - '^-*-<-"flf/o >

^^a-̂  Sr''' ' '

, . • -5-^^

Ul^flijJ if/ r ~*^AS> ^ ^ *r'4f IL

ah iff *iJf£ui .wit*
3ifLh$ iJ&*% = w ^ i

APP.
IY

'f/rt

$f

^

^

DATE

/

tf//

9/3
1/n

QUANTITY (unit)

VYd-

V^ ^^
v,5

Mo« . Stock Monrtily Avwog* PAJIT NO.

(Lo 5X -2Q8
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' ( . "^
DESCRIPTION DEVICE

METHANOL - TECHNICAL GRADE
! IN 55-GAL DRUM ^

SHIP TO:

{ i\ £A ^

T-* —— ' —— * ———

Ouvtl./lM

SHIP VIA:

C ' ,

tin No. PART NO. 5 X 9 0 0 5

ACCOUNT NO.

55608

D DO NOT TAX, r-a ADO
FOR RESAlf |_X NO!

TAX,
FOR RESALE

Q ORIGIN [2JOESTINAT.

ROUTING SEMCO

IN PLANT DESTINATION:
REC. Q STOCK C
INSP. rj orv (~

^

WE / ADMESS £*fz?-~Lfbf

1 PHILLIPS £ MARTIN, 138 FACTORY RD. . ADDISON. I LL. 6010 1
2

3

4

.

PKICE IREAKS J-/.T- X -

n tf- "77 *••

$

TERMS

MET 30

PLAN LEAD TIME

|EAD TSWff S .

•• •/^7

REQUISITION PURCHASE RECEIVED

oRt" 21
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DISBURSEMENTS ft RECEIPTS

IN OUT
tALANCC
<M HUM) IN

QUXNT1TK

OUT
BAUNCt

OUT
BALANCE

IN OUT
•ALA MCE

ly?

JET /a tcbjj
u.
to

t
23- mLi^t
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D DO NOT TAX, V-, ADO TAX.
FC* IESALI CJ NOT FC*

ACETIC ACID GLACIAL,
TRANSISTAR GRADE, CODE 250
C6X5-LB/CASE)

*i:-ELECTRONIC GRADE C6X5
12 19507

Q/CASE
OHIG.rDELVDQoCSTINAT.

CAM)IOUTNG SEMCO
SHIP TO) SHIP VIA: IN PUNT DESTINATION!

:. n STOCK
'*. Q OW.

IEC.
INSP.

FIANUADTWE

™ I**-' VENPO* ^4AMC ADDRESS TEMS UAO
Ttt

•iiALLIED CHEMICAL CORP..CENTRAL ORDER SERVICE DEPT..P.O. BOX NET 3C
1T387K.MORK1STOWN.N.J.0796D

O.T.BAKER CHEMICAL.222 RED SCHOOL LANE,PHILL1PSBURfitfc*
REQUISITION PUHCHASE tECHVIO

KEQTN.
DATE

STOCK
•AL.

QlANT.
UNIT

REQUIRED
DATE

PtfO
IV

AW.
IV KfY P. O. NO. DUE DATE UNrr ntct I turnirr ntia 11

^/z4
O^CO

Aff.
IV DATE OUANtlTY («"ii)

ms
&<>.

leh
1

73935" Q--

9X-75
Ord. Quonflly Monthly Avwng* PAKTNC——— 5X207



I REQUISITION

WQTN. STOCK OUANT,
UNIT

REQUIRED
DATt

IfQ
IV KIY r. o. no. DUCOATt

*

n
r liyO& j 11-3-70)

JO IS 131
/o
u.
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DISBURSEMENTS & RECEIPTS

OUT
•ALANCt

O*l HANO OUT
BALANCE

ami
OUT

BALANCE
OUT

BAUNCE

P
£M i ivt 7 y* li/ zi7?t>r .

177 ̂ XlS 10

1SL
feiSi i-Lfc

/D. A fUL
10

(9

Qm
^ 5. ^u

J217?.
i x,( i JJS

-fX^o?
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DCS! -i'PTION

SUL
GRA

Dft

FURIC ACID, I
DE.

Ik J^/T jjV^

1 dWlt-MA2<^
SHIP TO-. A

*
KEY

1

I

3

4

r^O/fO VENDOR NA ^_

DEVICE

NDUSTRIAL

*

Quo.,, A»

SHIP VIA:

^

PARTNO. 5 X 4 0 3
|U> No. [

ACCOUNT NO.
5 5 6 0 8

, — , DO NOT TAX, cm,*00 TAX,
1 _ I tO* RESALE &JNOT FOR RESALE

\^ OS1GIN QtDtSTINAT.

CARD
ROUTING SEMCO

IN Pl>NT DESTINATION:
REC. Q STOCK Q
INSP. Q DIV . Q

Mf' t>£&7<9 J ADDRESS /V3

PRODUCERS CHEMICAL C O . , S. R IVER S T . , BATAVIA, IL 6 0 5 1 0

,̂ ys^7î

TERMS

NET 30

PLAN LEAD TIME

IEAD TIMES

' \ l̂ eV

REQUISITION PURCHASE RECEIVED

PART NO.
5X403

14



5 SULFURIC ACID, INDUSTRIAL GRADE
J.J J. JJ J

ft- 15
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13 OIL BASE VEHICLE
15-001-0-000 3 - IN 55-GA
DRUMS

1 ORDER PER MO.,CANNOT SCtEDULE

,—, DO NOT TAX, I—i ADD TAX,
|_J FOR IESALI LJ NOT FOR KSAll

ORIGIN DCSTINAT.

CARD
ROUTING SEMCO

TN PLANT DESTINATION:SHIP TOi SHIP VIA:
KEC
INSP

VENDOR NAME [~ ~&~1

STOCK
oiv.

TOMS

PIAN LEAD TIME

KEY ADDKESS LEAD TIMtJ t

CRANE PACKING CO., LAPMASTER niV. lOHOO W. HIGGINS._^RJ)..
R6SEMONT,ILL.60018

NET 30

REQUISITION PURCHASE RECEIVED



DISBURSEMENTS & RECEIPTS

OUT
BALANCE

OUT
BALANCE

OH HAHO
OBOtH

o«
"CO. NO. OUT

BALANCE BALANCE

JL
3L A.
L. '^LL
<U\ / O

X 1
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DESCRIPTION DEVICE Quont./M

'WIKED ACID LTCH 5 :3 :3
CP-6 - IN 28 GAL DRUMS ————————————

MFG H5193 —————————— ———
C 2 9 2 H = 1 DR OF 28 GALS

8 DR + 2H36O
SHIP TO: SHIP VIA:

/ i (* h -^ ̂  /£_ T p. .

PART NO. "5X- 1^7
|in No. ••

ACCOUNT NO.

5 5 6 0 8

D OO NOT TAX, r-«,*.DD TAX,
FOK RESALE L*NOT fOR RESALE

5(1 ORIGIN HJDtSTINAT.
•i\J ' —— J

CARD
ROUTING SEMCO

IN PLANT DESTINATION:
REC. Q STOCK D
1NSP. Q DIV. Q

KEY l - f f c -7? / VENDOR NAMt -" ' ' ADDRESS 63160

1 'MALLINCKRODT CHEMICAL CO ., P .0 . BOX5*+39, ST . LOUI S, MISSOURI
2 ALLIED CHEMICAL CORP . /CENTRAL ORDER SERVICE DEPT.,
3 P .O.BOX 1087R,MORRISTOWN,N. J. 0 7 9 6 0

4

PRICE IREAcS

y//" e.-/f/4Ar /

TERMS

NET 30

NET 30

REQUISITION PURCHASE

REQTN. STOCK QUANT. REQUIRED REQ . APf . KEY p o NO DUE DATE QUANTITY fll UNIT PRICE BUYER
DATE iAL. UN'^ °*'fc IV BY l '

•V>"; ^ : £Vt "-..- -- l< --'/: > l*±z''c * - ^: Ai .y^ ' 4-

nh *kfr)&1#/£ M,c<f* Vlutn tX£ -is&
: ' jQ j*. f/ici«i .( W f- (f£d<io Chs '77 .'/a-rf(^c '^f/J

-•;i " '" /;.i^ ̂ ' .T? */Bn*^ t f c r f o O/iJh? isd*^^' '^!c

/; -, ... ^ — ̂ d^jV 6^^^V^ V/JL/97 /e ^6*,*" ^^

APP.
6Y

^?ŵ
£̂1^
;c,f?>*^WB

WTE

b

PLAN IEAO TIME

LEAD TIMES

. - - , . '
1 - »• S • ', <
H"^ w -̂i,

/^, V, K^_

RECEIVED

QUANTITY (u^i'l

-

c^_

Order Point Ortf. Qixinlily Moi. Stock Monthly Awerog* PART NO.
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PURCHASE ORDER FOLLOW UP P.O. No.

RE«,T«D AsCĤ GEoDATED ACKNOWLEDGEMENT INFORMATION

R^:«-



MIXED ACID ETCHANT

3 PARTS NIT R I C ACID
1 PART HF ACID
1 PART ACETIC ACID
1 PART PHOSPHORIC ACID

ACCOUNT NO.
55608

DO NOT TAX,
FO«

AM) TAX,
NOT KM IESALI

OttCM MSTINAT.

CAtO
SEMCO

SHIP TO:

fe

SHIP VIA: IN PLANT OCSTMATION
MC Q STOCK Q

. D "* D
PLAN UAO TIME

KEY VENDOt NAME ADWtfSS TEtMS

ALLIED CHEMICAL CORP. , CENTRAL ORDER SERVICE DEPT.
tf *•K.u. bUX 1UB7R/ MORRISTOWN, N. d. 07960

• EQUISITION PIXCHASE KtCHVGD

HEQTN.
DATE

STOCK
ftAl.

QUANT.
UNIT

KEQUWEO
DATE

«Q
IV

APf.
|Y

P. O. NO. DUE DATE QUANT rrv(i)
T̂Fsi

UNfT PIICE •UYEI (unit)

4*-

/'//'
L̂ &

f- S/t/T*

*-%$

Sag**5 t* J-XC
»t
1 '

s S- 1/3 '

M«». Stock /)-1 1 n PART NO
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3 PARTS NITRIC ACID
i PART-HT
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DISBURSEMENTS & RECEIPTS

OUT
BALANCE

IN OUT
BALANCE

OUT
BALANCE AHTIT, QV,ANTIT>

IN OUT
BAUNCt

OH HAMO

vr II"13



-OESCftlPTION

"H/

3 P/
2 P/
1 P/
AC

CELE
ACE1

VIM" ETCH 3 : 2 : 1
\RTS BY VOLUME N

DEVICE

, PER DWG.
TRIG ACID

\RTS BY VOLUME ACETIC ACID
\RT BY 'VOLUME HYDROFLUORIC AC
D CONCENTRATIONS:

ICTRONIC GRADE)NITRIC 70%,
PIC 99.7%, HYDROFLUORIC 49%

SHIP TO:

KEY

1

:

3

t

D

OuQBf./V

^ r.

SMIPVIA-

lin No.
PA n NO. 5 X 4 5 6

ACCOUNT NO.

55608
, — , DO NOT TAX, ,— , ADO
1 _ | FOR RESALE |Xl NO

TAX,
FO« IESALE

[X] ORIGIN f~j DESTINAT.

ROUTING SEMCO

IN PLANT DESTINATION:
we. Q STOCK C
INSP. Q DIV Q

Ot IM ( ̂  ° VENDC* NAM! ADDRESS

ALLIED CHEMICAL CORP.,CENTRAL ORDER SERVICE DEPT. ,P.O. BOX 1087R,
MORR1STOWN, NJ 07960

PRICt BREAKS

TERMS

NET 30

PLAN LEAD T iwf

IEAD TU*£S

REQUISITION PURCHASE RECEIVED

PART NO.

5 X 4 5 6
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DESCRIPTION DEVICE

5R-188 CP-10 MIXED
ETCHANT

IN 30-GAL DRUMS
290 LBS. EA

10 LBS = 1 GAL

BUMP ET

Qi*«nt./M

^"H

SHIP TO: SHIP VIA:

0/>.Sd/e-^

• in No.

ACCOUNT N
55608

, —— I DO NOT TAX, . — . ADD
! _ | 'Ot RESALE lv] NO

PART NO. =;y- i f t f t
0.

TAX,
FOR RESALE

[^ ORIGIN [ ] DESTINAT.

ROUTING SEMCO

IN PLANT DESTINATION:
REC. Q STOCK CINSP. n °|v c

KEY VENDO* NAME -^, — — — — — — — — ADDRESS

1 ALLIED CHEMICAL
2

-

——— 1ALLU4CKRODT CHEMICAL CO., r.u. UUA Jtj?, oi. LUUAJ, nujuuKi
3 6316
4

REQUISITION PURCHASE

• RfQTN. STOCK QUANT. REQUIRED «Q. AW.
DATE JAL. UNIT DATE |y [V

! */*• •£ 0 £ arv»- /*//5,W ^ ^

-7- &>l™jMr)(&$
p/?7 f ^M':̂  ̂ /7/ //<V#1

' ' - " f ^,,-,, J/7 -,y4/

^f/Jr ^X,?^-foy1«

KEY

/

-Y
,/
/

P. O. NO.

&> ^ ^ / -"

U*?o
(s & 0fo

tg"^
^? w/

PRICE BREAKS

y.--> .^//-^ ———————— /̂ i— —————————

TERMS

NET 30
NET 30

PLAN LEAD TIME

LEAD TIMES

iK-L)^

H-t^K-i

^/oUL

RECEIVED

p
DUE DATE QUANTITY (t) UNIT PRICE

p f1
~^ — ?* ^g ———————— —————— '
^h^}-)Ly Z£>4-'~u' ' - » V//6

'/'V/?; *"3<xKv*~y t '*$&•

(*/3h7 j?04v£*S'W * / 4
£U *'.? A .

/, / 3/75. «^o Hx^sS ' V3 /*>
lht]f f ^V7 cJyA

.r 13* 111 f °7 /fo

BUYER

——JlLta

A,7- »«s î./*iJi
5f/Q

& S
ff£
,'C,t "11

*W #/?
$fy. ^''

QUANTITY (unit)

/^ /--

/? (———

——

/O

^7~
OH. Quantity Max. Slock Monthly Avvrog*

/Jr.'n-
J

PARING. 5X-1
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DISBURSEMENTS ft RECEIPTS
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DESCRIPTION DEVICE

bLACO-TRON TF C55 GAL DRUM
= 690 LBS)

SHIP TO:

QuOnl./M

SHIP VIA:

tin No.
«,». 5X18, :

ACCOUNT NO.

£j$0 c> ^WOOC

D OO NOT TAX, -T-, ADD TAX,
FOR RESAU XJ NOT fO* RESALE

Q ORIGIN XHotSTINAT.

ROUTING SEMCO

IN PLANT DESTINATION:

R E C . Q STOCK C
INSP. Fj DIV. Q]

KEY I J-3.7-9 J^ENDOt NAME ADDRESS

PRICE BREAKS

^ .?6^KWt i
JA.,«,

PLAN UAD IIMt '

!
TERMS LEAD TIMES

SHIP TO:

—f -*•KEY |

1

3

3

4

SMIPVIA: IN PLANT DESTINATION:

R E C . Q STOCK O
INSP. Fj DIV. [~]

I J-Ji^-9 K^ENDC* NAME ADDRESS

^BARON BLAKES
DETREX CHEMICAL
2537 LEMOYNE, ^

_EE,INC. 2001 N. JAN1CE AVE . r MELROSE PARK, IL
. INDUSTRIES) GOLD SHIELD SOLVENTS DIVISION,
1ELROSE PARK, IL 60160

REQUISITION
————————

REQTN.
, DAT€

1 ' -J '

^/) y
3$'^-

1$ '

WZs
&4*

9X-75

STOCK
ML.

1

/

/

__^

QUANT
UNIT

" c'- '

J*f^

lX.-
5"^'-*-^

• EQUIBED
DATE

. ' X

^/7<r

^/>*

^

FEQ-
BY

-''v

^"/

•^

/V

APF.
BY

• i f

fit-to
&tj>

KEY

/

/

/

/

P.^b. NO.

' ^- '

?otff
-? cf/tf
7 Ql^L

7o?j/

TERMS

PLAN UAD IIMt

LEAD TIMES

60160 ' - r^

NET 30

PURCHASE RECEIVED

DUE DATE

3-7-7*

i-f-fi
&''(.
<-/)y

Onf. QuonMty Me*. Stock

fa^Tf~

p
QUANTITY (i)

' ,, c ; -= " i

v£%£>'
^fJ^}
c*.- :;-••*>

^Jr-

UNIT HilCE

.»,"",.

,AT^

,6/sx <
•^rr
'JJ(./0-

BUYER

'

^

^T't.*'

-$£-
•£I3(

APP
BY

>

DATE

1'7'j

s/t<*
i,

ft -

QUANTITY (On;o

< L__

J-c.

•- if J
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:4^gfc>ffiffi ̂ '̂ ffiî
DESCRIPTION OEVtCE

BLACO-TRON TP (55 GAL
DRUM - 690 LBS.

ACCOUNT NO,

DO NOT TAX, *DO T*x'a W r«UI IAX, |——i *LfU 1AA,
FO* RfSAlf LJ NOT FO<_RESALE

Q OtlGIN
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Agreement of Purchase and Sale

This Agreement, dated \\ , 1981, is by

and between Varian Associates, Inc., a Delaware corporation,

having a principal office at 611 Hansen Way, Palo Alto, California

("Seller") and Richardson Electronics, Ltd., an Illinois corpora-

tion, having a principal office at 3030 North River Road, Franklin

Park, Illinois, ("Buyer"). It evidences the sale to Buyer by

Seller, and the purchase and assumption by Buyer from Seller, of

the assets, business, liabilities and goodwill of Seller's

National Electronics Division-, currently located at Sellers

premises on Keslinger Road, LaFox, Illinois, Geneva post office

(excepting specifically Seller's silicQn controlled rectifier

("SCR") business the products of which are identified in Exhibit

1-A attached hereto) related to the manufacture and sale of the

ignitrons, rectifiers, thyratrons and read-out tubes as described

in the catalogs attached hereto as Exhibits 1-B, 1-C, 1-D and 1-E

(collectively referred to hereinafter as the NED Business).

For and in consideration of the mutual covenants and

conditions and other valuable consideration set forth herein, the

parties hereto represent, warrant, sell, purchase, assume, and

agree as follows:

1. Sale of Assets

A. Seller hereby sells, conveys, assigns, transfers and

delivers to Buyer, and Buyer hereby purchases, accepts and



assumes from Seller all of Seller's r

and to the NED Business (specifically

business) which includes the following , _..„ ̂  ̂ c*. tj.es

relating to and utilized in Seller's NED Business, all of which

are hereinafter collectively referred to as the Assets:

(1J All inventories owned by Seller on the Closing

Date including but not limited to finished goods, parts, suppl

materials, and work-in-process inventories listed on Exhibit .2

attached hereto which is stated as of February 27, 1981 adjusted

as of the Closing Date as provided for in Article 3C hereof, (the
"Inventories").

(2) All Machinery and Equipment owned by ^

Closing Date and located at the NED Business premises «..« aasu

that which is owned and used by Seller solely in the NED Business

at other locations, including but not limi

equipment and fixtures listed on Exhibit 3 attached ..̂ ĉ  wuo.cn

is stated as of February 27, 1981 (the "Machinery and Equipment").

(3) All Trade Accounts Receivable as listed on Exhibit

4 attached hereto which is stated as of February 27, 1981 adjusted

as of the Closing Date as provided for in ^rticle 3C hereof.

(4) a) All of the gaseous tube know-how, in the form

in which it exists currently at the NED Business premises uu i

Closing Date, employed by Seller in its NED Business research,

development, fabrication and manufacture of ignitron, rectifier,

thyratron, and read-out tubes, subject however, to the specific

78

-2-



exclusion of any such unpatented and patented proprietary know-how

owned by Seller which Seller also employs in its other businesses;

b) Seller's rights in the patents listed in

Exhibit 5 attached hereto.

c) Seller's rights in the trademark listed in

Exhibit 6, attached hereto.

(5) Real property as described in Exhibit 7 attached

hereto {the "Property"),

(6) The list of current customers of the NED Business

as indicated on Exhibit 8, and other good will in the NED Business,

and books and records of the NED Business.

B. With respect to unpatented proprietary know-how, aw^/t-l *uy

^-eVier which Seller employs in its NED Business and which Seller

also employs in its other businesses. Seller hereby covenants and

agrees not to sue Buyer for any use which Buyer may make of such

know-how in the research, development, fabrication and manufactur-

ing of ignitron, rect i f ier , thyratron and read-out tubes. With

respect to patented proprietary know-how which Seller owns and

which Seller heretofore has used in the fabrication and manufac ture

of ignitron, rectifier, thyratron, and read-out tubes in the NED

Business Seller hereby covenants and agrees not to sue Buyer

for the use of said patented proprietary know-how in the fabrica-

tion and manufacture of ignitron, rectifier, thyratron and

read-out tubes.



2. Assumption of Certain Liabilities

A. Seller hereby assigns and delegates to Buyer, and Buyer

hereby accepts and assumes, all of Seller's right, title, and

interest in, and all of the obligations and liabilities relating

to the NED Business under the following:

(1) All open contracts, customer orders, leases,

quotations and proposals entered into in connection with or for

the sale of NED Business products. A list of said items existing

as of February 27, 1981 which were in excess of $5,000 is set

forth on Exhibit 9. Said list shall be updated as of the Closing

pate.

(2) All open purchase orders, contracts, and all other

obligations with vendors and suppliers entered into in connection

with or for the purchase of goods for use in the NED Business.

A list of said items in excess of $5,000 together with a complete

list of all personal property leases existing as of February 27,

1981 are listed on Exhibit 10. This list will be updated as of

the Closing Date.

(3) All accounts payable, payroll taxes, employee

benefits and entitlements therein (including without limitation

vacation and sick pay) and other accrued liabilities existing as

of February 27, 1981 as and in the amount listed on Exhibit 11.

Such Exhibit will be adjusted as of the Closing Date as provided

in Article 3C. It is agreed that the amount of such sick pay

entitlements assumed hereunder will not be detailed on such

Exhibit 11.
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(4) All state and local real property taxes, as listed

on Exhibit 12 accrued as of February 27, 1981 which will be

updated as of the Closing Date as provided in Article 3C and all

such taxes and assessments which become due and payable subsequent

to the Closing Date.

(5) All sales and use taxes arising out of the transfer

of the Assets as herein provided. Buyer agrees to provide Seller

with a valid and current Illinois Resale Certificate for the

inventories for which Buyer claims a tax exemption. * Buyer

further agrees to pay such taxes promptly when due following the

determination of valuation as provided in Article 3C hereof.

(6) All customer warranty obligations and claims under

the Seller's standard written warranties applicable to all

products of the NED Business shipped by Seller prior to the

Closing Date. In the event that Buyer's cost of performing

warranty service hereunder with respect to products of the NED

Business shipped by Seller prior to the Closing Date exceeds

$25,000 within a product line for any failure resulting from a

common cause within a product line, Seller will pay any direct

labor, fringe and material costs (exclusive of overhead and

profit) incurred by Buyer in excess of said $25,000 to perform

such warranty service for said failure within a product line due

to said common cause in accordance with Seller's standard written

warranty applicable to such products of the NED Business at the

date of sale by Seller provided that:

-5-



(i) Seller is advised by wri t ten notice by Buyer each

time that Buyer ' s costs in performing warranty

service hereunder has exceeded an aggregate of

$5,000 for warran ty claims arising from each

common cause within a product line. Upon receipt

of such notice Seller shall have the right to

inspect such claims, the products affected and the

warranty service being performed, and Buyer agrees

to cooperate with Seller in the event that Seller

attempts to remedy the cause of the failure, and

( i i ) Seller's obligation to make the payments provided

for in this Article 2A(6) shall terminate with

respect to any claims notice of which has not been

given to Seller by Buyer within the longest period

provided in Seller's standard wri t ten warranty

applicable to the specific tube type as to which

the claim is made.

B. As of the Closing Date, Buyer agrees to perform and pay

when due, all the debts, liabilities, obligations and contracts

specifically assumed pursuant to Article 2A above, and to

indemnify Seller and hold Seller wholly free and harmless with

respect to all costs, expenses, liabilities and claims of whatso-

ever nature with respect to all such assumptions.

C. Buyer shall not be liable or responsible for any other

claim, liability or obligation relating to the NED Business prior

; /



to the Closing Date except as otherwise set forth specifically in

this Agreement. Without limiting the generality of the foregoing,

Buyer shall not be liable for or in respect of:

(1) Product liability claims with respect to products

of the NED Business sold by Seller prior to the Closing Date;

(2) Claims for infringement of patent or other proprie-

tary rights arising out of or with respect to products of the

NED Business sold prior to the Closing Date.

3- Purchase Price and Payment

The Purchase Price to be paid for the Assets shall be

Seven Million Dollars ($7,000,000) (hereinafter called the

"Purchase Price").

A. The Purchase Price less any credits or adjustments

provided for herein or in the Option Agreement shall be paid to

Seller at the Closing by wire transfer by Buyer to the account

of:

Varian Associates, Inc.

 

B. The Purchase Price is to be allocated as set forth in

Exhibit 13 attached hereto.

C. The amounts shown on the exhibits referenced in Article

1A above for Trade Accounts Receivable and Inventory, and for

Liabilities set forth in Article 2A(3) and 2A(4) are stated
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as of February 27, 1981. These items will be restated by Seller

as of the Closing Date to accurately reflect their then existing

value with a final determination by the parties within 45 days

from the Closing Date. In all instances receivables, inventories and

liabilities attributable to Seller's silicon controlled rectifier

(SCR) business will be excluded in the final determination from

both the February 27, 1981 and the Closing Date accounting data.

In the event that the net aggregate of these three

items (i.e., Trade Accounts Receivable and Inventory less Liabili-

ties) upon such final determination exceeds the aggregate total

of such items based on the February 27, 1981 figures, the Purchase

Price will be increased by the amount by which the aggregate

total of such three items as of the Closing Date exceeds the

amount of the aggregate total of such three items based on the

February 27, 1981 figures plus $35,000. In the event the net

aggregate total of these three items upon such final determina-

tion is less than the total aggregate of such three items based

on the February 27, 1981 figures, the Purchase Price will be

reduced by the amount by which the aggregate total of such three

items as of the Closing Date is less than the amount of the

aggregate total of such three items based on the February 27,

1981 figures minus $35,000. Any such adjustment in Purchase

Price will be allocated by mutual agreement of the parties.

In the event that Seller and Buyer are unable to agree

with respect to the final determination of any of the said three
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items, they will within a five (5) day period following the end

of the aforementioned forty-five day period submit for final

determination the specific issues on which they are unable to

agree and which do not exceed $25,000 to an arbitrator acceptable

to each party hereto selected from the panel of arbitrators of

commercial disputes maintained by the Chicago Office of the

American Arbitration Association. Such arbitration shall be

conducted pursuant to the rules of the American Arbitration

Association, and the decision of such arbitration shall be

binding on both parties hereto.

4. Representations and Warranties

A. Seller hereby makes the following representations and

warranties to Buyer, each of which is and shall be true as of the

Closing Date:

(1) Organization:

Seller is a corporation duly incorporated, validly

existing and in good standing under the laws of Delaware, and has

all necessary corporate power and authority to authorize the

execution, delivery, and performance of this Agreement.

(2) Actions Taken:

All corporate actions required for Seller to

authorize execution and delivery of this Agreement and consumma-

tion of the transactions and obligations provided herein have

been duly taken and this Agreement is valid, binding and enforce-

able as to Seller.

^ «*\i I''
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(3J No Violation:

The execution and delivery by Seller of this

agreement does not and the consummation by Seller of the transac-

tions contemplated hereby will not violate any provision of the

articles of incorporation or bylaws of Seller, or of any judgment,

decree/ court order, contract, agreement, mortgage, indenture or

arbi ta t ion award or ruling appl'cable to Seller, nor to the

knowledge of Seller does execution and delivery of this Agreement

by Seller and the per formance of the same violate any law,

statute or regulation of any governmental authority.

(4) Consents and Cooperation;

Attached hereto as Exhibit 14 is a list of all

contracts (except sales orders, purchase orders, and related

instruments), commitments, mortgages, agreements, leases, and

instruments which are substantial and material in Seller's

current conduct of the NED Business requir ing the consent of

another party thereto in order to affect an assignment or transfer

of Seller's interests pursuant to this Agreement and the consumma-

tion of the transactions contemplated hereby. It is agreed that

no provision of this Agreement shall be construed as an attempt

to agree to assign any contracts which may not be assigned

without the consent of the other party or parties thereto unless

such consent shall have been given and the parties hereto agree

to cooperate and use their best efforts to fulf i l l all such

contracts in order that Buyer may receive the benefits thereof.
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Except as provided above Seller is not required to obtain the

consent, approval or waiver of any person not a party to this

Agreement to any matter which is substaintial and material hereto

with regard to the execution, delivery or performance of this

Agreement that has not been obtained.

(5) Performance and Operation of Business:

Subject to the provisions of Article 11 hereof, at

all times since November 1, 1980 Seller has operated the NED

Business in the ordinary course and in accordance with good

business practice for a continuing business and, Seller represents

and warrants that to the best of Seller's knowledge, the NED

Business has not been materially adversely affected by failure to

obtain or comply with a license, permit, order, authorization,

grant, agreement, lease or other document, order or rule, statute,

law, ordinance or regulation to which Seller is a party or by

which Seller, the Assets or the NED Business is bound.

(6) Written Warranty:

Copies of Seller's standard written sales warran-

ties applicable to NED Business products manufactured and sold by

Seller for the 2-year per iod pr ior to the Closing Date are

attached hereto as Exhibit 15,

(7) Inventory Valuation;

NED Business Inventories are valued in accordance

with Seller's standard inventory valuation practice. Finished

goods inventory meet the specifications applicable thereto as

< VC--
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in accordance wi th genera l ly accepted accounting principles for

divisional operat ions, is complete and correct and f a i r l y presents

as of the date thereof the assets and liabilities of the NED

Business. The statements of profi t and loss present fa i r ly the

sales, cost of sales and operating expenses of the NED Business.

The adjustment under Article 3C will be prepared in accordance

wi th generally accepted accounting principles for divisional

operat ions consistently applied.

(10) Title to Personal Properties:

The Seller to its knowledge and belief has good

and marketable title to the Inventories, Machinery and Equipment,

patents, Trademark, and Trade Accounts Receivable (excepting any

accounts for which there is a claim to offset or to which there

is a dispute) to be sold to Buyer hereunder, subject to no

mortgage, pledge, lien, encumbrance, security interest, or

char_q,e_., ax/iRjjt- ̂ vi V/ Vitirs* -gmjwn on "Exhibit 18 as securing

specified liabilities (with respect to which no default exists),

ii) those disclosed in the divisional balance sheet for the NED

Business as of February 27, 1981 as provided for in Article

4A(9), iii) the lien of taxes not yet due and payable (if appli-

cable) and iv) minor encumbrances and imperfections of title, if

any, which are not substantial in amount and do not materially

detract from the value of the properties subject thereto, or

materially impair the NED Business operations.

-13-



(11) Disputes and Controversies:

To the best of Seller's knowledge there are no

disputes or controversies involving individual ly more than $5,000

existing between Seller and any of its customers or suppliers

with respect to any contract involving any NED Business except as

set forth in Exhibit 19.

(12) Labor Contracts:

The NED Business is not a party to any labor

contracts covering the cur ren t NED Business employees and there

are no threatened work stoppages at the NED Business premises and

there are no major disputes or controversies existing between the

management of the NED Business and its employees.

(13) Taxes:

The NED Business is not presently involved in any

active or outstanding dispute involving substantial and material

amounts with respect to any sales, personal or real property

taxes as to the amount of taxes due, nor has it to the best of

its knowledge and belief received any notice of any deficiency,

audit or other indication of deficiency from any tax authority,

with respect to the NED Business,

(14) Insurance:

Assets are and will be adequately insured against

fire and casualty to the Closing Date.

(15) Employee Benefit Plans:

Set forth in Exhibit 20 is a complete list and a
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description as set forth in Varian 's Standard Benefits Booklets

of each health insurance program and pension, profi t sharing,

retirement plan or arrangement covering employees of the NED

Business to which Seller is a party.

(16) Exhibits:

Each schedule and exhibit furnished hereunder by

Seller is substantially t rue , correct and complete in all material

respects. No representation or warranty by Seller in this

Agreement nor any document, statement, certificate, exhibit or

schedule furnished or to be furnished to Buyer pursuant hereto,

or in connection with transactions contemplated hereby, contains

or will contain any untrue statement of a material adverse fact,

or omits or will omit to state a material adverse fact necessary

to make the statements of facts contained therein not materially

misleading.

B. The representations and warranties of Seller contained

in subparagr,aphs 1, 2, 3, 4, 5, 6, 7, 8, 9, 11, 12, 13, 14, 15,

and 16 of Article 4A, hereof, shall survive the Closing Date for

a period of two years thereafter and those in subparagraph 10

shall survive the Closing Date for a period of 10 years thereafter

C. Seller makes no representations and/or warrant ies ,

express or implied, to Buyer except as expressly provided in this

Agreement, its exhibits or attachments. It is further provided

that representations and warranties of Seller shall not apply

to any matter with respect to which Buyer has agreed in wri t ing

I
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vith Seller not to rely upon Seller's representations.

D. Buyer hereby makes the following representations and

warranties to Seller, each of which is and shall be true as of
the Closing Date.

(1) Organization:

Buyer is a corporation duly incorporated, validly

existing and in good standing under the laws of the State of

Illinois, and has all necessary corporate power and authority to

authorize the execution, delivery and performance of this Agree-
ment.

(2) Action Taken:

All corporate actions required for Buyer to authorize

execution and delivery of this Agreement and consummation of the

transactions and obligations provided herein have been duly

taken, and this Agreement is valid, binding and enforceable as to
Buyer.

(3) No Violation:

The execution and delivery by Buyer of this Agreement

does not and the consummation by Buyer of the transaction contem-

plated hereby will not violate any provision of the articles of

incorporation or bylaws of Buyer, or of any judgment, decree,

court order, contract, agreement, mortgage, indenture or arbitra-

tion award or ruling applicable to Buyer, nor to the knowledge of

Buyer does execution and delivery of this Agreement by Buyer and

the performance of the same violate any law, statute or regulation

&



of anv governmental authority.

(4) Consents and Cooperation:

Buyer is not required to obtain the consent, approval

or waiver of any person not a party to this Agreement to any

matter which is substantial and material hereto with regard to the

execution, delivery, or performance of this Agreement that has

not been obtained.

(5 ) Financial Statements:

Attached hereto as Exhibit 21 is the consolidated

balance sheet of Buyer as of February 28, 1981, together with a

consolidated statement of income and retained earnings of Buyer

for the period then ended and the fiscal year to such date. Such

financial statements, though unaudited, have been prepared in

accordance with generally accepted accounting principles consis-

tently applied by Buyer through the period covered and fairly

present the financial position of Buyer as of the date of said

balance sheet and the results of its operations for the period

covered.

(6) Exhibits:

Each schedule and exhibit furnished hereunder by

Buyer is substantially true, correct and complete in all material

respects. No representation or warranty by Buyer in this Agree-

ment nor any document, statement, certificate, exhibit or schedule

furnished or to be furnished to Seller pursuant hereto, or in

connection with transactions contemplated hereby, contains or

i:
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will contain any untrue statement of a material adverse fact, or

omits or will omit to state a material adverse fact necessary to

make the statements of facts contained therein not materially

misleading.

(7) Subsidiary:

Each subsidiary of Buyer which may receive any interest

or assets or assume any obligation or liability, or take any

action by virtue of this Agreement is, or will be on the Closing

Date, a corporate entity duly organized and incorporated,

validly existing and in good standing under the laws of the

jurisdiction where incorporated, and on the Closing Date shall'

have taken all corporate actions which may be required to author-

ize acceptance of such assets, assumption of such obligations

and/or liabilities, or such other actions contemplated by this

Agreement.

(8) Survival;

The representations and warranties of Buyer contained

in subparagraphs 1, 2, 3, 4, 5, 6 and 7 of Article 4(D) hereof

shall survive the Closing Date for a period of two years there-

after.

E. Buyer makes no representations and/or warranties,

express or implied, to Seller except as expressly provided

in this Agreement, its exhibits or attachments. It is further

provided that representations and warranties of Buyer shall

not apply to any matter with respect to which Seller has agreed
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in writing with Buyer not to rely upon Buyer's representations.

F. The rights and remedies of each of the parties with

respect to misrepresentations or breaches of the warranties

orovided in this Agreement are limited to those misrepresentations

or breaches of warranty which are adverse to the claiming party

and are material with respect to this Agreement, the purchase and

sale transaction which it evidences and the rights of the claiming

party taken as a whole. The party claiming injury from any

misrepresentation or breach of warranty shall, within a reason-

able time after discovery thereof and within the specified time

period applicable thereto, give written notice to the other party

of each such misrepresentation or breach of warranty and the

parties shall cooperate fully with each other to resolve each

such matter through mutual agreement, including, where necessary

to substantially preserve the benefits of this Agreement for each

of them, the payment of money. In the event that the parties are

unable to reach agreement within a reasonable period of time,

then, provided that it has made reasonable efforts to meet with

the other party and to negotiate a settlement of the matter,

either of them shall be entitled to sue for money damages caused

solely by such claimed breach of warranty or misrepresentation.

The foregoing shall constitute the sole and exclusive remedy of

each of the parties with respect to any misrepresentation or

breach of any warranty with respect to this Agreement.
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e opinions of Counsel

A. On the Closing Date, Seller will deliver to Buyer the

opinion of its counsel, John Cooper, Esq., dated the Closing

Date, stating:

(1) that Seller is a corporation duly incorporated,

validity existing and in good standing under the laws of the State

of Delaware, and has all necessary corporate power and authority

to authorize the execution, delivery and performance of this

Agreement.

(2) that except as may be specified in this Agreement

or on any Exhibit attached hereto that counsel does not know of

any litigation/ proceeding, or governmental investigation pending

or threatened against or relating to the NED Business;

(3) that all corporate actions required for Seller to

authorize the execution and delivery of this Agreement and

consummation of the transactions provided for by thi's Agreement

have been duly and validly taken.

(4) that the Seller has the complete and unrestricted

power under its articles and bylaws to sell, transfer and deliver

to the Buyer all of the tangible personal property of the NED

Business to be sold under this Agreement, and the instruments

executed and delivered to the Buyer hereunder are valid in

accordance with their terms and effectively vest in the Buyer

good and marketable title to the assets of the NED Business

subject to the provisions of Article 4A(10) of the Agreement.

96
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(5) that to the knowledge of counsel except as provided

elsewhere i n . t he Agreement Seller is not required to obtain the

consent, approval or waiver of any person not a party to this

Agreement to any mat te r which is substantial and mater ia l hereto

with regard to the to execution, delivery or performance of this
Agreement that has not been obtained.

B. On the Closing Date, Buyer will deliver to Seller the

opinion of its counsel, Messrs. Arvey, Hodes, Costello & Bunnan
dated the Closing Date, stating:

(1) that Buyer is a corporation duly incorporated,

validly existing and in good standing under the laws of the State

o f _ I l l i n o i s , and has all necessary corporate power and au thor i ty

to authorize the execution, delivery and performance of this
Agreement.

(2) that all corporate actions required for Buyer to

author ize the execution and delivery of this Agreement and the

consummation of the transactions and obligations provided for

by this Agreement have been duly and validly taken.

(3) that the Buyer has complete and unrestr ic ted power

under its articles and by laws to acquire the Assets and assume

the obligations as provided for in this Agreement and that the

instruments executed and delivered to the Seller hereunder are

valid in accordance wi th their terms.

(4) that to the knowledge of counsel Buyer is not

required to obtain the consent, approval or waiver of any person

••'•Re'9?
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condition to performance by Buyer under Article 8 hereof;

A. instruments of assignment and transfer of all assets as

orovided for in Article 1A(1), (2), and (3), of this Agreement.

B. An assignment and delegation of Seller's right, title

and interest in all matters provided for in Article 2A of this
Agreement.

C. Patent and trademark documentation as provided for
in Article 1A{4) hereof.

D. An opinion of Seller's counsel as provided for in Article
5A hereof.

E. The description of current customers of the NED Business
as indicated on Exhibit 8.

F. A certificate executed by an officer of Seller certify-

ing that all of Seller's representations and warranties provided

for in this Agreement are true as of the Closing Date, and that

in all material respects Seller has performed or complied with

all agreements and conditions required by this Agreement or the

Option Agreement to be performed or complied with by Seller .on or
prior to the Closing Date.

G. A copy certified by the Seller's corporate secretary of

the resolution of Seller's board of directors authorizing the

execution and performance of this Agreement and the Option

Agreement and all actions to be undertaken by Seller under this
Agreement and the Option Agreement.

H. (i) A stamped and recordable warranty deed conveying

t1.



the Property listed on Exhibit 7 subject only to the matters

listed on Exhibit 7.

(ii) A current plat of survey of the Property listed

on Exhibit 7 made, and so certified, by the Illinois licensed

surveyor making the plat, to Buyer and Chicago Title Insurance

Company as having been made, in compliance with the Illinois

Land Survey Standards and which will survey indicate the

/ following:

1. That the correct legal description of the

Property is the same as set forth on Exhibit 7;

2. That the acreage or square footage of the

Property is not less than 80 acres (including any

dedicated roads);

3. That all improvements on the Property are

within the Property lines and do not violate

any building lines or other restrictions

affecting the Property.

4. All easements and all roads and highways

affecting or abutting upon the Property and

that none interfere with the use and occupa-

tion of the Property or any improvements

thereon; and

5. That there are no encroachments of improve-

ments of adjoining property onto the Property.

The above requirements are subject however, to the condition



that !„ the event that the plafc Qf ^

acreage im less than 80 acres ^^ ^ ^^

Pr°V7 " SU5Para9raPh 2 •""' « ^ encroachments describe
in subparagraph 5 above reduce t-h0reduce the unencumbered acreage below 80
acres ( inc lud ing any dedicated roads) an* „ • ,~—— ::.::::;:;:: r::: r ruyer m the amount arrived at

unencroacned acreage on the Property is less in acfeage

(*») A title commitment for an owner,s tiue ̂ ^^

ance pol.cy issued by the chicago „„. jnsurance

e ___nt Of the purchase price aiiQcated ̂  '

and movements, covering title to said Property on Qr

a.ter the date o£ the Option Agreement, snowing titl- in

Seller sublet only to( a) rightsorclaimsofparties

Possession not shown of record, (b) easemenfcs ̂

easement not shown of record tr.\
' <C) raechanics' or materiaimen.s

Hens or other statutory liens for lah
record ,«n - °f """"̂  "Ot Show" ofecord, ,d, taxes or special assessmenfcs which are

ex1Stlng liens by public records, ,., the title
on Exhibit 7, (f, tltle . 6

' ' "e eXCePfcl°- Pertaining to liens or en_
-ranees of . definite Qr ascertainable ̂ ^ which

-ved by the payment of raoney at
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Seller may so remove at that time by using the funds to be paid

t the closing (all of which are herein referred to as the
permitted exceptions).

The title commitment shall be conclusive evidence of

good title as therein shown as to all matters insured by the

policy/ subject only to the exceptions as therein stated. Seller

also shall furnish Buyer an affidavit of title in customary form

covering the Closing Date and showing title in Seller subject

only to the permitted exceptions provided for in this subparagraph

(iii) and unpermitted exceptions or defects in the title disclosed

by the survey, if any, as to which the title insurer commits to
extend insurance in the manner specified below.

If the title commitment or plat of survey discloses

either unperraitted exceptions or survey matters that render the

title unmarketable (herein referred to as "survey defects"),

Seller shall have the exceptions removed from the commitment or

correct such survey defects or have the title insurer commit to

insure against loss or damage that may be occasioned by such

exceptions or survey defects. If Seller fails to have the

exceptions removed or correct any survey defects, or in the

alternative, to obtain the commitment for title insurance speci-

fied above as to such exceptions or survey defects Purchaser

agrees that it will take title as it then is with the right to

deduct from the Purchase Price liens or encumbrances. Provided

that Buyer's remedy set forth herein shall be Buyer's sole and

^̂ *



exclusive remedy with respect to all title matters related to or

arising out of the Property.

I. An assignment of the lease dated March 1, 1980 by and

between Seller and Jay Johnson for certain real property

of the NED Business, a copy of which is attached as Exhibit

22.

J. Seller shall pay the amount of any stamp tax imposed by

State law on the transfer of the title, and shall furnish a

completed Real Estate Transfer Declaration signed by the Seller

or the Seller's agent in the form required pursuant to the Real

Estate Transfer Act of the State of Illinois, and shall furnish

any declaration signed by the Seller or the Seller's agent or

meet other requirements as established by any local ordinance

with regard to a transfer or transaction tax. Such tax required

by local ordinance shall.be paid by the Buyer. Seller shall pay

the cost of and cause the title insurance policy to be promptly

issued after Closing,

K.^Deliver an assignment to Buyer of the License Agreement

of Burroughs Corporation and all supplements listed and attached

as Exhibit 14 with the consent to such assignment by Burroughs

Corporation. In the event that Seller is unable to deliver such

assignment and consent on the Closing Date, Buyer shall have the

right to terminate this Agreement in which case the Opinion Price

as specified in the Option Agreement shall be refunded by Seller

to Buyer together with interest on the Option Price at the rate

•Re* 103



provided in Article 4 of the n^ •
6 °Ptlon Agreement from thp

paynent to Seller of the Option ̂ ^ ^ ^ °mt>"

Buyer, within five (5) business ate "f refund to

L. immediately folln . te™ination.iy tollowing the Closi
officers, agents, and employees, vill ̂ \ ^^' ^^ its

sion and enjoyment of all ~ BUyef lntO fuZl Passes-1 Pr°Perties and asseh
and transferred by this Agreement in th " "° ** ̂ ^
"en exist and suhject to a,. ^ " C°nditi°" in which they

J <- co all condition^ *<,
Agreement. 3S Pr°vided in this

Seller, at any time after the Closing, at Buyer's expense

execute, acknowledge and deliver any further deeds, assign-

ments, conveyances, documents, instruments of transfer, and other

instruments reasonably requested by Buyer and consistent with the

terms of this Agreement, and at Buyer's expense will take any

other action consistent with the terms of this Agreement that may

be reasonably requested by Buyer for the purpose of assigning,

transferring, granting, conveying, and confirming to Buyer any or

all property to be conveyed and transferred by this Agreement and

of carrying out and evidencing the transactions contemplated by
this Agreement.

8. Buyer's Obligations at Closin,

At the Closing Buyer shall deliver to Seller the following
instruments, in form and substance satisfactory to the

-28-



Seller, agains t delivery of tho i(-omc.y or the items specified in Ar t ic le 7
hereof , and such per formance by Buyer s h a l l K

V Sha11 be a condition to
performance by Seller under Art ic le 7 hereof

A- A W i re t ransfer of Purchase Price ^ ^

account as set forth in Art ic le 3A.

B- - opinion of Buyer ' s counsel dated as of the Clos
ing Date, as provided for in Ar t i c le 5B/ hereof

S°1Uti0n " ————S >«<« «* ^ctors
and performance of this Agreement and the Option

and all actions to be under ta k e n by Buyer under ^
Agreement and the Option Agreement .

. A certific a t e executed by Buyer ' s President certifvi

°

™a „ „.
Prior to «,. Clo,,n8 0,te

„ th.or co
' '"»"

. r



.reasonably requested by Seller

this ̂ eement, and at sel
. ^ S

action consistent with the terms

reasonably requested by sel- — '9. Seller's9'

A. ^purchase of Accoun t s Receivabl

'en.. of

any other
of this AorAgreeraent that may be

s nSeller agrees to repurchase from Buv.r

1Mt 4 , t ;.;„,

this

„,„« tb, - -

Mriod
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unts repurchased by Seller pursuant to this Article shall be

otlv paid over to Seller. If more than one invoice is

" tstanding for any customer, the "first-in, first-out" principle

f Kjkll be applied in determining the invoice to which a payment»•
lates, unless the payment by its terms specifies or clearly

£
"indicates the invoice to which it relates.
f
1 Buyer agrees to exercise/ in accordance with its

customary collection practices but without resort to litigation,

prompt and diligent efforts to collect all unpaid Trade Accounts

Receivable transferred at Closing before the end of the nine

'ponth Collection Period provided in this Article. Buyer shall%

cause all unpaid NED Business Trade Accounts Receivables repur-r

chased by Seller pursuant to this Article to be assigned to

Seller without recourse, on Seller's payment for those accounts.
B. Indemnification

Seller agrees to indemnify, defend and hold harmless

Buyer, its successors, subsidiaries and assigns from and with

respect to any and all claims, liabilities, losses, damages,

costs and expenses from or related to any of the following:

(1) any and all claims, obligations and liabilities

existing prior to the Closing Date, including those which may not

be asserted until after the Closing Date, regarding the NED

Business which Buyer is not required to assume under thia Agree-

ment and which are not the specific subject of a provision
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tained elsewhere in this Agreement (including without limita-
tion Article 11 and Exhibit 23 hereof), and

* (2) the failure of Seller to have full corporate power
r to have taken all necessary and proper corporate action

to authorize the execution and delivery by Seller of this Agree-

nt an<5 the Option Agreement and the performance of transactions
contemplated therein.

Buyer shall promptly notify Seller in writing, and

•hall keep Seller informed of any claim, demand, or other matter

to which Seller's indemnification obligation under this Article

would apply/ and shall give Seller a reasonable opportunity to

defend the same at its own expense and with counsel of its own

•election, provided that Buyer shall at all times also have the

right to fully participate in said defense at its own expense.

If Seller shall/ within a reasonable time after written notice,

fail to defend, Buyer shall have the right, but not the obliga-

tion, to undertake the defense of, and to compromise or settle

(exercising reasonable business judgment), the claim or other

matter on its own behalf, for the account, and at the risk of

Seller. The Buyer shall make available all information and

assistance that Seller may reasonably request for use in defend-
ing against any such claim.

C. Seller's Competition

Seller agrees that it will not at any time within the

five year period immediately following the Closing Date, engage

-32-



-lfl the manufacture of the same products ̂ ^ ^^ ^

NED Business as identified in Exhibit IB, 1C, 1D and l£ ^^

hereto; provided, however, that Seller shall not be precluded'

^ from so competing in the event that Seller ac.ui.es substantially
| ,11 of the stoc* or assets of or merges wi th any corporafcion ̂

Other business entity or portion thereof which, at the time of

.uch acquisition or merger, manufactures and/or sells such

products and such products constitute less than twenty-five (25%)
per cent of its total annual sales for its most recent f .^

A. indemnification

Buyer agrees to indemnify, defend and hold Seller and

its successors, subsidiaries, and assigns harmless from and witl

respect to any and all claims, liabilities, losses, damages,

costs and expenses from or related to any of the following:

(1) The failure of Buyer to have full corporate»
power or to have taken all necessary and proper corporate action

to authorize the execution and delivery by Buyer of this Agree-

nent and the Option Agreement, and the performance of the trans-
actions contemplated therein.

(2) Any and all claims, obligations, or liabilities

whatsoever related to Buyer's operation of the NED Business.

Seller shall promptly notify Buyer in writing, and shall

Buyer informed of any claim, demand, or other matter to

-33-



which Buyer's indemnification obligations under this Article

would apply, and shall give Buyer a reasonable opportunity to

defend the same at its own expense and with counsel of its own

selection, provided that Seller shall at all times also have the

right to fullly participate in said defense at its own expense.

If Buyer shall within a reasonable time after written notice,

fail to defend, Seller shall have the right, but not the obliga-

tion, to undertake the defense of, and to compromise or settle

(exercising reasonable business judgment), the claim or other

matter on its own behalf, for the account, and at the risk of

Buyer. Seller shall make available all information and assistance

that Buyer may reasonably request for use in defending against

any such claim.

11. Environment

Buyer and Seller have discussed the fact that the operation

of the NED Business involves various industrial metals, chemicals

and chemical compounds which are subject to various governmental

regulatory agencies.

Seller has completed and filed certain forms and applications

required by said agencies and is in the process of applying for

appropriate permits. If appropriate under the current regulatory

scheme. Seller shall be entitled to seek any variances available

to it, and in all other respects the rights and obligations of

the parties with respect to such metals, chemicals and chemical

compounds shall be governed by the provisions of Exhibit 23 to
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,S Agreement.

Buyer and Seller have reviewed these mat te r s w i th experts

Lj each has made its own independent assessment of the experts'

ng3 ' In entering into this Agreement and in operating

ie NED Business after the Closing Date, and subject to the

provisions of Exhibit 23 attached hereto Buyer shall rely solely
EC

In Buyer's own review of these matters and shall not rely in any
F'
ray upon any representations, warranties or statements of Seller,

representatives, agents, consultants or contractors.

t2. Employees

A. After the Closing Seller will use its good offices

;o assist Buyer in hiring and Buyer shall offer employment to all

fED employees employed in the NED Business at LaFox, Illinois

find NED Business sales personnel located elsewhere as of the
rt
Jlosing Date.

B. Buyer shall offer to each NED employee, and shall pay to

Sach NED employee who accepts employment with Buyer, a wage or

salary at least equal to that which he or she was receiving from

Seller on the Closing Date and shall offer and provide substan-

tially similar and comparable benefits as those to which each

luch NED employee was entitled on the Closing Date, provided,

icwever, that it is understood that Buyer does not have an exact

Equivalent to the NED Business stock option and stock benefit

>lan and will not offer such, but agrees that each NED employee

.t hires shall be enrolled by Buyer in its pension plan/profit

-35- m



.ring plan with employee.s servir~ - - —. ..„: :;rr:::i'" ~-
„.

hrograms . The benefits and claim, ,.

b, th. „„ ™ .
exclusive obli

the Closing.

"enef l t

. - ««.««
igation of Buyer suh.°"yer subsequent

yr upon the Closing.
employees to accent Bmr,!' employment wiwifch

Busmess at the Closing
' 9-

A. Trademark

-
"

e- Use of Name of Seller

It
-36- sj i) // i



gndees, governmental authori t ies

1 Unicate and ident ify that

customers,

Parties to

„,
„

pro<!
'

' t, „,
c..,.,,

vehicles and

di"""°" « ««. «
Products and packages, m" on equipn,ent

red hereby shall:period not to
existin, at the r, .

or the vat "9 "
varian name or

Purchase

either the
~-v

otherw l s e applied



or cover page of such materials, inserts and literature with a

gummed label, decal, rubber-stamped, stenciled or other appro-

priately applied legend clearly identifying Buyer as the owner of

the NED Business responsible for the products thereof and for all

such materials, inserts and literature,

iii) before shipping or providing any NED Business

product Buyer shall date code each such product to permanently

identify it as a product shipped after the Closing Date, and

iv) shall, as soon as is reasonably practicable

but in all events prior to 90 days subsequent to Closing, stop

narking products with the Varian name or logo*

Subject to the above-required identification and

modification provisions Seller hereby grants Buyer authorization

to use Seller's (i) sales literature, (ii) packaging materials

and (iii) technical literature intended for public disseminiation

for sales purposes, which are transferred pursuant to this

Agreement, for a period of one year following the Closing Date

with regard to sales literature and packaging, and two years

following the Closing Date with regard to technical literature.

Buyer shall defend, indemnify and hold harmless Seller

from any and all claims, suits, damages or other actions of any

lature whatsoever arising out of Buyer's use of Seller's materials

provided herein.

i4. Miscellaneous

A. Use of Premises. Seller shall have a non-transferable

:ent free period of ninety (90) days from the Closing Date to

-38-



it

its current inventory and
j-—«-••"-•**. aiiu i

relating to Seller's SC* business (collectively
the SCR Assets) from the NED

result of removing the SCR A<
- ---... t4le HCO Business premises

such premises will not be lefh in =
ieft l" a condition which solely as a

result of such removal either violates any applicable .overrent
regulation or results in . condltion ̂  ^^ ^ ̂

present hazard. Further it is agreed that the Seller „ K
the Deionized Water equipraent and .,.

. Pment and a11 aviated equipment,
wiring and PiPing associated therewith, and any other equipraent

Which cannot be re.oved without leaving the premises ln
of either of the conditions specified in th. • vlolatl°n

the ^mediately precedina
sentence so long as leaving such other «, • Preceding

- , 9 °n other equipment does not itself
violate either of such conditions.

B. F.̂ .̂ Each party ̂ ^̂ ^̂  ̂  the ̂ ^^

.o its own fcnowledge there have been no oro.ers or finders

Evolved in any of the transactions contemplated by this

L7;nr °: ""-"••f---—-----,
[ot

„
It,

. Expenses. Each of the Dar*- i«o
sts and ,sts and expenses incurred or

-39-



the transactions contested by this

D' S This

A g r e e m e n t >

Aor "'"b. b,. «.u u ending upOn and shall
inure to the benefit of the successors and

Agreement nor any of the rights or

„„,,„ ,b lBI
s.n.r ,„„„ „„„„

i
• '" «« «..«

ltov. s.

"is Agreement in form an* K ""^ tO

form and substance acceptable to «!„, ,

-40-
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15- Form of Agreement

A, Headings

The subject heading of the paragraphs and subpara-

graphs of this Agreement are included for purposes of convenience

only and shall not affect the construction or interpretation of
any of its provisions.

B. Entire Agreement

This Agreement and the exhibits referred to herein

and attached hereto and the Option Agreement constitutes the

entire agreement between the parties pertaining to the subject

matter contained herein and supersedes all prior and contempor-

aneous agreements, representations, and understandings of the

parties. No supplement, modification, or amendment of this

agreement shall be binding unless executed in writing by both ofi

the parties hereto. No waiver of any of the provisions of this

Agreement shall be deemed, or shall constitute, a waiver of any

other provision, whether or not similar, nor shall any waiver

constitute a continuing waiver. No waiver shall be binding

unless executed in writing by the party making the waiver.
C. Counterparts

This Agreement may be executed in one or more counter-

parts, each of which shall be deemed an original, but all off"

[which together shall constitute one and the saire instrument.
16. Governing Law!_

This Agreement will be construed in accordance with
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and governed by the laws of the State of Illinois without regard

to the rules of conflicts of laws.

17- Notices

Any notice or demand, or communication necessary

or desirable hereunder, shall be in writing and considered

sufficient and delivery shall be deemed complete if delivered in

person, or mailed by certified or registered mail postage prepaid

or sent by telegram, if:

To Buyer: addressed as follows:

Richardson Electronics, Ltd.
P. 0. Box 424
Franklin Park, Illinois 60131
Attn: Edward Richardson,

President

with copy to: Scott Hodes
William G. Seils
Arvey, Hodes, Costello & Burman
Attorneys at Law
180 North La Salle Street
Chicago, Illinois 60601

To Seller: addressed as follows:

Varian Associates/ Inc.
611 Hansen Way
Palo Alto, CA 94040
Attn: General Counsel

or any other adress as either party may specify to the other in

writing.

18. Publicity

All press releases and other announcements to the general

'.public concerning the transactions contemplated by this Agreement

•hall be jointly planned and coordinated in advance between
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Seller and Buyer. Neither party shall act unilaterally in this

regard without the prior written approval of the other; however,

this approval shall not be unreasonably withheld.

19. Access to Records a'nd Premises

Seller shall have the right at all reasonable times to

make copies or abstracts of all books and records delivered to

the Buyer under the terms of this Agreement if, in Seller's

opinion, such books and records are material to Seller in connec-

tion with any tax matters, litigation, governmental inquiry or

other .business purposes. Buyer agrees to retain all books and

records relating to the NED Business for such periods of time as

are required by good business practice and by applicable govern-

mental regulations. The Buyer may dispose of such books and

records at any time after Closing Date, provided that Seller

shall have received at least six months1 written notice of the

Buyer's intention to dispose of such books and records and shall

have been given the opportunity to remove any of such books and

records. After the Closing Seller shall have access to the NED

Business premises during normal business hours in a manner not to

interfere with Buyer's normal business operations in order to

comply with any of Seller's obligations or undertakings pursuant

to this Agreement. Such access shall be made on such dates and

times as are mutually agreeable to the parties hereto.

Option Agreement

This Agreement is the "Agreement of Purchase and Sale"
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re fe r red to in a c e r t a i n n . -
CSrtain 0Ption Agreement b

which Option Agreement is executed and da "^ "* P3rti

simultaneously W i th t-h^ • a ed by the parties
" cne signing Of this A

con f l i c t between ^ ^ ^ '"«««. In the

———— ̂  the OPtion Agreement " I0" A9r———— -
the terms of this Agreement This Ag P^edence over

A9feement SUbJect - ••" oPtion Agre
9re

e
n
m

t
ent Sha11 be the *°>'

that this Agreen,ent snail be of f
 Pr°vided, however,-" -e received from Buyer w;;h;t

in said option Agreement and in th f

Agreement, BUyer - s exercise °™ att-hed to said Option
tS UDt ion in

Option Agreement. accordance with said

IN WITNESS WHEREOF, this— -eto as of
P-sons exec.ting this

-Pectively

en
and the

BUYER:

Richardson Electronics, Ltd.
i

By^ ____,,_ ^ ^v^-<^^t^~^e^jCa-a- ~~~•••
Edward J. Richardson, President

SELLER:

Varian Associates, Inc.
^

s*\ -' > .By 1- < v <-. <£~ *-.
Rankine Van Anda
Authorized Signatory
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RftRT I
Item 1. Business

Varian Associates, Inc. together with its subsidiaries (hereinafter
referred to as the 'Company") is a high-technology enterprise, founded in
1348, engaged in the research, development, manufacture, and Barkening of
various products and services tor the fields of conuiicatian, defense,

production, scientific and industrial research, health care, and
environmental Monitoring. The Company's principal lines of business are
Electron Device and Systems, Analytical Instruments, Semiconductor
Byiipment, and Medical and Industrial Products. The Company's foreign
subsidiaries engage in scoe of the af orenenticned lines of business and
market the Ccn^pany's products outside the Dhited States. As of September
29, 1989, the Company employed apprcsiinately 12,100 people worldwide.

The Company markets its products throughout most of the world, and has 50
field sales offices in the U.S. and 50 offices in other countries. In
general, the Company's markets are quite competitive, r+vrry*-rt*ri •**** by the
application of advanced technology, and fcy the developMent of new products
and applica^ons. Many of the Company's competitors are large, well-known
manufacturers, and no reliable information is generally available on their
sales of sim 1 ar products.

were no material changes in the kinds of products paxxiuced or in the
methods of distribution since the beginning of the fiscal year. The
Company anticipates adequate availability of raw mntArials.

The Ccnpany's sales to easterners outside of the Chited States fox 1989 were
$503 million. The profitability of such sales is subject to greater
fluctuation than U.S. sales because of generally higher Barkening costs and
changes in the relative value of currencies. Additional information
ccncerning the method of acoountling for the Company's foreign currency
translation is set forth in the notes to the consolidated financial
statements.

Company's operations are grouped into two segments. Ihese segments,
their products, and the markets they serve are described in the following
paragraphs.

The Company's Electron Device and Systems segnent, is organized around two
jrajor areas of activity. Electron Devices, the larger of the two, holds
world leadership positions in microwave, power grid, special purpose
electron tubes, and an expanding position in galliuD-arsenide-fcased
solid-state components and night vision devices. The second major area of
operation, Systans, includes power amplifiers and other systems used in
satellite comunications, high-power transmitters for radar, radio and
television broadcasting, and other oomunicaticns applications, as well as
electronic countermeasures, and instrumentation. Approximately one-half of
the segment's sales are for defense applications, including electronic
couiTtenneasures, radar, and missile guidance. About one-third of its sales
are for oamunication applications, including radio and television
broadcasting and satellite communications . Industrial and mpHiraT markets,
sudi as X-ray generation and imaging, are also served.
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Item 1. (Continued)

Replacements and spares repziesent over one-half of the tune sales,
particularly those used for ccaaunicaticns, defense, and Medical
applications. Backlog for this seojasnt amounted to $425 an 1 1 ion, in both
fiscal 1989 and 1588,

The Company's largest business segaent, Rjuipaent, is organized around
three major areas consisting of Semiconductor Bguirraent, Analytical
Instrument, and Medical and Industrial Products Groups.

"Ehe SemicanAictor Bdjulrment &oup manufactures process equipment used to
najce semiconductor devices such as integrated circuits. The major product
linss are ion implantation and sputter deposition. The Company is a leader
in the development, manufacture and application of equipfient utilizing ion
implantation and spitter-coating in semiconductor wafer processing. This
equipment reduces costs and improves yield fcy placing heavy emphasis on
microprocessor control and automation, Wiile paxictidng devices with
increased circuit speeds. Backlog for this business amounted to $125
million and $113 million in fiscal 1989 and 1988, respectively.

The Analytical Instrument Group manufactures , sells and services a variety
of scientific instn»ents for analysing chemical substances. The
substances analyzed include metals, inorganic materials, organic compounds,
polymers, natural substances, and biochemical s. T*ie products include
liquid and gas chromatographs, I*K spectrometers, ultraviolet visible and
atomic absorption spec±rophotameters, and associated cfata products.
Typical applications are biochemical and organic chemical research,
measurement of the chemical composition of mixtures, studies of the
chemical structure of pure compounds, quality control of manufactured
materials, chaoical analysis of natural products, and the satisfaction of
environmental and regulatory chemical measurement needs. The major markets
served are the phanaaceutical and chemical industries, chemical and life
science academe research, government laboratories and specific arrvre of
the health care industry. Large grcwjjig areas for the use of the Company's
analytical instruments are environmental woni taring and life science
applications in industry, government, and academic institutions. Backlog
for this business amounted to $56 million and $49 mill ion in fiscal 1989
and 1988, respectively.

T3ie Medical and Industrial Products Group aamifactures linear accelerators,
simulators, supplies and systems. Tifrwtr accelerators are used in f~*tr>™*r
therapy and for industrial radiographic applications. Ihe Company's
leading CLJNBC^ series of accelerators, marketed to hospitals and clinics
worloVLde, generate therapeutic x-rays and electron beams for cancer
treatment. LINKBOI linear accelerators are used in industrial
applications for x-ray examination of heavy metallic structures for quality
control and naterials irradiation for sterilization. Backlog for this
busirsess amounted to $236 million and $222 million in fiscal 1989 and 1988,
respectively.



Itea I. (Continued)

Additional information regarding the Company's HPPS of business and
international operations is set forth In the notes to the consolidated

the CcHpany maintains an in-house patent ft-^^* i nx*** f holds numerous Chited
States and non-U.S. patents, and has nany United States and non-U.S. patent
applications pending. The Conpany considers the.
through creative research and the maintenance of an active patent
to be advantageous in the conduct of its business, but does not regard the
holding of patents as essential to its operations. Ihe Gcnpany grants
licenses to reliable manuracturers on various terras and conditions. At
present, the Company participates in a number of cross-licensing
arrangements with other parties. Infornation regarding the Company's
research and development costs is contained in the notes to the
consolidated financial statements.

The CoBpany's manaracturing operations are subject to the various federal,
state, and local l.fws restricting the discharge of materials in the
envirccmeot. *Bie Conpany is not involved in any pending or threato^d
proceedings ^ilch would require curtailinent of its operations because of
such regulations. Tne Gaqcany's capital expenditures for environmental
control facilities were not material in fiscal 1989, and are not
anticipated to be material in succeeding fiscal years.
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Item 2. Properties

The Company's executive offices and pHnripnl research and manufacturing
axe located in Palo Alto, California, on 77 acres of land held

leaseholds tfcich eipirR in te years 2012 through 2058. These
Hrfldinjs owed by the Company axe situated on the Ralo Alto site, and
provide floor space totaling 1,186/000 square feet. The following is a
Mnaniy of the Cxqpany's properties at September 29, 1989:

Land (Acres) Boildings f OOP's 5a. Ft.)

Quoed Leased Ouied Leased

united States 165 .142 2,709 971

International 43 __ 6_ 397 401
208 148 3,106 1,372

Of the 4.5 will ion square feet of building space cuned or leased on
Septeaber 29, 1989, af^axKicaately 3-4 mi 1 1 ion *es used for manufacturing,
with 2.9 aiillicn square feet located in the ttiited States and .5 mi I linn
square feet located in five other countries.

Marketing and service facilities utilised about .6 million square feet in
100 sales offices throughout the world. Research and acteinistcative
facilities account for oost of the balance.

capacity of thp^e facilities is sufficient to meet current deraand. The
c*«is substantially all of the machinery and equipment in use in its

plants. It is the Ccopany's policy to Maintain its plants and equipment in
excellent repair and at a high level of efficiency.

Utilizatiai of fari 1 j ties by set^nent is show in the following table:

Buildings fOOO's Sq. Ft.)

tfcn-
O.S. U.S. Ttotal rtctg./
Mfg. Mfg. Mfg. _Svc. _ Total

Electron Device and Systems 1,792 205 1,997 68 2,065

Bquirnent
Semiconductor Bguipoent 534 - 534 120 654
Analytical Instruments 276 119 395 258 653
Medical & Industrial Products 314 132 446 157 603

251 1,375 535 1,910

•total Operations 2,916 456 3,372 603 3,975

Other 503

Total 4,478



Itai 2.

sites by geographical location are as follows;

Electron Device and Systems

Analytical Instruments

California, Massachusetts, Texas,
Utah, Canada, Bigland,

California, Massachusetts

California, Australia

Medical and Industrial Products California, Massachusetts, Qigland,
Italy

CbMpany-owned and staffed sales offices tJiroughout the world are located in
ICRIH and SOCTH At£RICA: Brazil, Canada, Mexico, ttiitad States; EEFOPE:
Austria, Belgium, PenKark, France, Italy, the Netherlands, Norway, S£ain,
Sweden, Switzerland, Oaited Kingdosa, West Germany; and EftdPTC BASIN:
Taugr-TTfnra^ leortie"'s HepuD'Iic of Qiina, H^ng Kong, Japan, South Korea,
Singapore.

See the Long-Item Debt note contained in the notes to the consolidated
financial statements for encuateances on property-
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Item 3.

Infooeticn reqplired by this itea is included in the "Contingencies' note
to the consolidated financial statements. See pags 35 of t^>j? document.

Itcaa 4

Hcne

of tetters to a \fote of Se«-3"-i* Holders

n

Itea 5. Ifarket, for the Registrant's Cannon Ebaitv
and ReJated Stockholder tetters

The following table sets forth the high and low sales price of the
Gc»pany*s coaoan stock on the New York Stock Exciiange Gaaqposite Index
(trading syatol V»R) for the last two years. *Ehe ccmmon stock of the
Gcrapany is listed on the New York Stccfc Exchange and the Ifectfic Stock
Excfiange,

1989

1988

Fiscal Quarter Ehded

Septenter 29, 1989
June 30, 1989
torch 31, 1989
Deoesber 30, 1988

Septester 30, 1988
July 1, 1988
April 1, 1988
January 1, 1988

$28-3/8
28-5/8
30-5/8
3O-1/4

$30-7/8
31
30-3/8
39

Low

$23-1/2
23-1/2
2S-3/4
25-1/2

$25
25-3/4
22-1/2
1S-1/4

The approximate raster of shareholders of record of the Gcaqpany's
stock at October 27, 1989 «s 9,900.

Dividends are paid qi^irterly and have been 6-1/2 cents per share for each
quarter in fiscal years 1989 and 1988. As of fjy^l year-end 1989,
arproxinately $50.1 mi 1 1 1on of retained earnings were unrestricted for the
payment of ra*fr dividends.
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Ite» 6. Selected Financial Data

(Dollars In Billions except per share awunts)

SOTMRT OF OPERATION

Sales

Operating Earnings (Loss)
Interest Income (Expense), Bet
Otter Incoae (Expense)

Earnings (Loss) fro Continuing Operations
before Taxes (Benefits)
Taxes (Benefits) on Earnings (Loss)

Earnings (Loss) fro* ContiKtiog Operations
Earnings (Loss) fro 0» scoot inoed

Operations. 9et of Taxes (Benefits)

•et Earnings (Loss)

•et Earnings (Loss) Per Snare - Fully Diluted
Earnings (Loss) Continuing Operations
Loss Discontinued Operations

•et Earnings (loss) Per Share - Fully Diluted

Dividends Declared Per Snare

niiMcm rosiiioi AT YE/W £»

Working capita), excluding notes payable
Property, plant, and equipment (at cost)
Total assets
Long-tor* debt
Total debt
Shareholders* equity
Shareholders' equity per share

outstanding

OTHER DATA

Shares outstanding at year end (in thousands)
Eaplcyees
Shareholders
Order Backlog
Depreciation expense
Pre-tax return fro* continuing operations

on average net assets
Return fro* continuing operations.

net of taxes (benefits), on average equity
Total debt as a percent of total capital

$

S
J
S

$
J

*
J
S

S
(
S

\

S
S
S
S
S
S

J

I
%
\

%
%

1989

1.343.6

66.5
(9.6)
(6.1)

50.8
19.3

31.5

-

31.5

1.53
-

1.53

0.26

282.7
511.2
931.3
54.9

106.6
427.3

21 .48

19.896
'2.100
9.500
851.6
40.7

9.5

7.2
20.3

1988

1.170.6

34.7
(6-3)
15.0

43.4
15.6

27.8

-

27.8

1.27
-

1.27

0.26

267.6
472.6
855,8
35.2
49.4

451.0

20.81

21 .674
11.800
10,100
810. S

40.4

8.7

6.4
9.9

FISCAL YD

1967

962.8

28.4
(4.5)
8.0

31.9
10.5

21.4

-

21.4

0.98
-

0-96

0.26

258.7
458.6
829.6
38.1
86.9

438.1

19.95

21.966
11.900
10.000
727.2

37.3

6.7

5.1
16.6

MS

1986

891.1

(33-9)
(6.3)

-

(40.2)
(25.3)

(14.9)

-

(14.9)

(0.70)
-

(0.70)

0.26

231.2
429.0
790.2
50.8
81.1

410.9

19.16

21.448
11,600
11,000
628.4

32.9

(8.2)

(3.5)
16.5

-

1985

935.9

26.6
(3.7)

, 31.2

54.1
16.2

37.9

(11-8)

26.1

1.73
(0-54)

1.19

0.26

245.1
403.6
7U.8
46.2
64.S

429.2

20.14

21.313
11,900
10.600
600.0
24.8

11.4

8.7
13.1

1984

884.5

107.1
4.1

-

111.2
45.0

66.2

£6.3)

59.9

3.01
(0.29)

2.72

0.26

298.1
314.5
720.8
43,0
58.1

426.9

19.57

21,817
12.700
10.600
571.2

19.1

28.4

16.9
12.0

1983

724.3

66.6
-

4.5

73.1
28.3

44.8

0.1

«.9

Z.14
-

2.14

0.26

271.5
260.1
598.7
42.3
50.1

362.5

16,93

21.408
11.100
12.400
451.2

16.5

22.2

14.7
12.1

•ote; Tiiis selected financial data should be read in conjuction with the related consolidated financial statevnts
and notes tteretn included in Ite* 8.
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Item 7. Management's Discussion and analysis Q*
Financial Condition and Results of Operations

Rfcsuias OF
Net ffn-mngs for the fiscal year-ended September 29, 1589 were up 13% to
S31.5 Kill inn, car $1.53 pea: share, compared to $27.8 •illinn, or $1.27 per
share, in ffsral 1988 and $21.4 mllion, or $.98 per share, in fiscal 1987.
The 1989 results include charges for anticipated i^gai expenses of $3.8
million, or $.18 per share, net of tax effects, in connection with an
ongoing oprermexit investigation of the power grin tube industry. 3he 1988
results include a $22.8 atiUion, or $1.04 per share, restructuring charge
net of tax effects and a net gain froa the sale of the Specialty >tetals
Division of $9.6 million, or $.44 per share. The 1987 figures reflect
other inccoe of $5.6 million, or $.26 per share, net of *** effects, mainly
frtM an advance settlement of a royalty agreement.

Orders and sales for fiscal 1989 set new records. Orders for fiscal 1989
were up 10%, to $1.39 billion, ccopared to $1.26 billion in fiscal 1988 and
$1.08 billion in fiscal 19&7. Sales for fiscal 1989 were up 15%, to $1.34
billion, collared to $1,17 billion and $983 million in fiscal 1988 and 198"?
respectively. Order backlog increased to $852 million versus $311 million
at the end of fiscal 1988 and $727 million at the end of fi<yral 1987.

Orders and sales rose in all groups in fiscal 1989. Hawever, the poor
results in Electron Device and Systems Sequent pulled down profits for the
CcH^etny overall. The decline was primarily the result of operating
problems, and largely reflects establishment of reserves for cost overruns
and slower than expected resolution of some technical problens. In
addition, actions taken to downsize some of the operations in this area
resulted in one-time charges that contributed to the earnings shortfall.

The Company's Electron Device and Systems Secynent had ncdestly higher
orders and sales in 1989; however, operating profits were below the prior
year. Micrcwave tubes and systems activities operated at a loss in
contrast to x-ray tuba and other ccnmercial operations, whicn operated at a
profit. The Ocqpany's gallium-arsenide device operations were also
profitable.

The Bgoipuent Segment experienced bUuiy growth in orders and sales for
1989, and profits continued on an upward trend. However, group results
within the Bguirment Segoient were mixed.

Business levels for the Analytical Instrument Group were essentially flat
with those of the prior year. Operating profit decreased from fiscal 1988,
primarily due to generally weaker market conditions in the second half of
the year and the effect of the strong dollar on sales made in forei^i
currencies- International sales accounted for over half of this group's
volume- This business has achieved a more acceptable level of performance
in recent years and should maintain that in 1990 in the face of projected
flat market conditions.
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Manaaenip"*-'p fr*,scussion gnd Analvsiy (ocntlnued)

Tbe Oonpany's Semiconductor Bquirjoent Q^oup recorded strongly higher orders
in 1989. Sales rcr_ nore than 50% above those of the previous year/ and
the group had sound profitability. The acceptance of the Company's new
products continues to be excellent and shipoents of its latest generation
equipment, including the M2000 sputtering systan, are gaininc. ncmentuB. The
Company's «*<» of Tbkyo ELectrcn T.ian'rari equipment in the U.S. and European
markets also made an important contributiao to the higher orders and sales.
The jxospects for this business in 1990 are optimistic based on Varian's
SLUJUJ market positions in Japan and Korea and the fact that seniiconductor
manufacturers in the U.S- and Europe are also gearing up to produce tha next

of devices, such as the new microprocessors and four megabit

In tbe Ifedical and Industrial Products Group, orders and salas for Varian's
cancer therapy equipment business rose to record levels with continuing
excellent profitability and cash flow. New product ir^ adductions in the
cancer therapy market were highly successful in 1989. Additional
technological enhancements and expanded psxtioct offerings in this field are
expected to .Ifvrl to improved cancer cure rates and strong demand for these
systems in the 1990's. Ohe Company's vacuum produces operations should also
experience improved performance and profitability in the coming months.

In August 1989, the Company and a number of its employees received grand jury
subpoenas in connection with a U.S. Department of Justice antitrust
investigation of the power grid tube industry. This follows earlier civil
invf 3tigative demands made to the Company and others in March 1989 . The
likely outcome of the inquiry or the effect thereof cannot be determined at
this

Cki August 2, 1989, Varian annourced a significant change in the Company's
strategy, the new strategy focuses on growth opportunities in semiconductor
equipment, analytical instilments, and niRfllral products. Ine traditional
electrcn tube-based businesses are concentrating on optimizing profi. and
cash flow. Varian's galliuu-arsenide product activities continue to be
focused on niches to which the Company can bring a competitive advantage.
Ihe aggressive push of recent years to enter new systems areas in the
Electron Device and Systems Sequent has been abandoned due to depressed
defense market conditions. Varian's systems activities are being redirected
to provide equipment based on existing product Hnre and markets, and on
generating new sockets for Variai.'s component products.

late in the year several organization changes occurred. In Jteagust 1989,
Vincent Battaglia, who joined Varian as Electron Device and Systems Segment
presiitent two years ago with the assignment to expand into new systems areas,
resigned in light of the change in emphasis. Also in August, in a separate
unrelated step, the Company announced that Ttny Jurvetson, president of the
Semiconductor Equipment Group, resigned. Mr. Jurvetson left the Caqpany to
head Athens Corp., which is involved in chemical reprocessing for the
saniconductor industry.
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Management's Discussion and Analysis (continued)

On September ZL, 1989, the Company announced the formation of an Office of
the Chairman in connection with its Board of Directors' engagenent in the
ptooess of selecting a successor to Urns Sege as r**it»f executive
officer. Mr. Sege, 63, now Varian's chaicuBn as w»?]l as chief executive
officer (CEO), has announced his intention to step out of the chief
executive's role befuie the age of 65. The creation of the new Office
^)/-MC for consideration of **gmrMftatp*? for the CBO position from outsixie
the Company as well as appropriate v&fxxs of Varian's senior nanageoent
tea*. The Office is intended to enhance Banageaent effectiveness and
flexibility by bringing the strongest senior aanagefflent capability to bear
directly on the areas of greatest need in the Compeny. Under the new
organization, Varian's senior operating managers report directly to Mr.
Sege. Rxaon Pond, president, is devoting substantial attention to the
SevioaadDCtor Equipment Group as well as other corporate structuring and

iH^ccweaent initiatives. Alien TJWTPT- continues as president of
the Instrument Group, and is leading a oorporatewide initiative to iinprove
3Brafacturing processes and productivity. Al Wilune^iski , previously vice
ptesidait of Microwave TVibe Operations, has been promoted to president of
the Electron Device Group. Richard Levy continues to head the Medical and
Industrial Products Grot^, with some unrelated operational
responsibilities. He is also leading a broad initiative to enhance
Varian's marketing capabilities.

Inflation had no significant effect on the results reported from operations
in 1989, nor the previous two years.

Research and development expanse of $83.1 million in 1989 continued at
about the saras level as in the prior two years.

Met interest expense in 1989 was $9.6 million compared with net interest
expense of $6.3 Billion in 1988 and $4.5 Million in 1987. The increase in
net interest expense was due to increases in both short- and long-term
obligations.

effective tax rate for fiscal 1989 was 38%, compared with 36% and 33%
in 1988 and 1987, respectively. The increase in the tax rate fron 1988 was
ctie to several factors. Ihe State effective rate Increased because State
tax benefits available in prior years had been fully utilized by the end of
1988. The foreign effective rate is higher as a result of certain foreign
taxing Jurisdictions which do not allow the benefit of tax loss
carrybacks. Fiscal 1988 included c non-recurring benefit related to an
inventory adjustment for discontinued operations. These increases are
partially offset by an increase in the Foreign Sales Corporation (F9C)
benefit for 1989 and an adjustment in 1988 related to Danestic
International Sales Corporation (DISC) benefits for prior years. The
increase in the effective tax rate from 1987 to 1988 was primarily caused
by the reduction and repeal of various tax benefits, which nore than offset
the decrease in the statutory rate.
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In rtanprf*y 1967, the Financial Accounting Standards Board (EASE) issued
Statement of financial Accounting Standards Ho. 96, Abooonting for InooBe
7&aeB (ras 96), which the OoMpany has not jet adopted. Sea " I B M I I U of
Significant A^cootrting Policiee in notes to consolidated
rtat its.

CCNJiTIC

Ocopany's financial conditioQ remained strong Arriivj 1989. Activity in
the canon stock repurchase ptuguai increased froa $17.8 »iinr^ in 1988 to
$60.6 Billion in 1389. Purchases of snail product Hn«=« in the
seaiccociactcc egaipaent and t±ie electron device and systens businesses
ccosoned an additional $37.4 gill ion. Proceeds fro* tbe sale of cosinesses
and property, plant, and eqoipaent provided $10.9 aril linn in 1989 compared
with $38.5 mil irn in tbe previous year, toxariiiigly, cash and cash
equivalents decreased $11.5 mJJLian and short- and Icng-term borrowings
increased significantly. Bet botitwiags on short-teaa cjbligations veaoe
$32.0 Million in 1989 coapared to net payaents of $34.6 Million in 1988.
Proceeds, net of principeJ. payments, froa long-tem borrowings were $27.1
mllion for the year. Trie increase in total debt of $59.2 Million
increased the total debt to total capital ratio to 20.3% coshered to 9.9%
in 1988. The Ooofany has available $170 arillinn in onused convitted
of credit.

The ratio of current assets to cumjpt l
was 1.55 to 1, compared to 1.75 to 1 at
inventory is consistent with Increases in
receivable increased 4% cellared to a 15% increase in
year.

at fiscal year-end 1989
year-end 1988. Increased

and backlog. Accounts
during the
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Itea 8. Finnnrial yqt and

The to this item is siimltted as a separate section to this
report. See Ite» 14.

Iteg 9. DLsaQreeaents OP Acooqntino and Financial Disclosure

ffcoe

PART IH

Itea 10. DLrectacs, Eaecotive Officers, Praaoters, and Control Persons of
the

The information concerning the Company's dlrectoacs ocntaiued in its 1989 Prory
Stateoent to be filfvt hereafter is iBoorporated ty

followiiig tc±de sets fctrth the nases and ages of tie registrant's
officers, together %d.th positicns and offices heid witiun the last five ?ears
with the registrant by such exficuti^re officers. Officers are appointed to
serve until the Beefing of tbe Board of Directors following the next Araital
Meeting of Stockholders and until thpfr soccessocs have been elected and have
qtalified.

Ifeae

fbooas D. Sege
(Director)

H. Pond
(Directnr)

Alan J. Betuett

Stanley Z. Cole

63

51

48

63

of Board and
Chief Executive Officer

of t^ig Board,
Executive Officer

and President
Cbaiman of the Board and

Chief Executive Officer
President and Chief

Enecotive Officer

Presiffent wri Acting President,
Seadxxnctactor

President and Oiief Operating
ffi

Executive Vice President and
Electron Devices

Vice President and President,
Electron Devices

Vice President. Research

Vice President and Director of
Patents and Licensing

Director, Patents & Licensing

Tfaoa

1987-Present

198&-1987

1984-1S86

1982-1984

1989-Present

1987-1989

1986-1987

1984-1986

1984-Present

1985-Present
1981-1985

Jchn J. Oocper
(Director)

65 Vice President & General Cbunsel
Vice President, General Oomsel

and Sra
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Itea 10. (Continued)

Ernest M. Felago

Alien J. Lauer

Robert A.

Richard M. Levy

Al WUuncwsfcL

45

52

48

51

Gary E. SiHpson 52

HUliaa R. Moore 57

ffeyne P. Sceuak 44

Janes A. Taylcr 43

43

Position

Vice President, Hunan Resources
Vice President, Hunan. Resources,

CHuxnalJLcy

Senior Vice President and
President, Analytical Instruments

President, Analytical Instranents

Vice President, Finance
Vice President and Treasurer
Treasurer

Senior Vice President and
President/ Medical and Industrial

Vice President and President,
jfedical and Industrial

President, Medical and Industrial
General Kanager, Radiation
Assistant General Manager,

Vice President, Oarporate

Secxetary and Associate
General Counsel

Senior Counsel

Controller
Operations Controller
Control ler, Sendocnijctor

Treasurer
Assistant Treasurer
Director of Taxes

Vice President and President,
Electron Devices

Vice President, Microwave Tobe
Operations

General Manager, 1M* Instrument
Assistant President,

Semiconductor Bgoipaent

Tteaan

1907-Present

1983-1987

1989-Preseot
1981-1989

1986-Present
1985-1986
1982-1985

1989-Present

1988-1989
1988
1986-1988

1981-1986

lS83-Present

1987-Present
1979-1987

i985-Present
1985

1983-1985

1986-Present
1985-1986
1981-1985

1589-Present

1989
1986-1989

1983-1986

Tbere is no family relationship between any of the executive officers.

-15- 13$



Item 11. Executive Oonpensation

This item has been omitted inasmuch as the Ocnjpany will file with the
Ccmnissicn a definite proxy statenent pursuant to Regulation 14A before
January 12, 1990 and is incorporated by refexenoe.

Item 12. Security Ownership of Certain Beneficial Owners and Management

This item has been emitted inasmuch as tbe Co^any will file with the
Commission a definite raxsy statement pursuant to Regulation 14A before
January 12, 1990 and is incorporated by reference.

Item 13. Certain Relationships and Related Transactions

This item has been omitted inasmuch as the Company will file with the
Coranissicn a definite proxy statement pursuant to Itegulaticn 14A before
January 12, 1990 and is ioocxpotated ty refexenoe.

PART IV

Item 14. Exhibits, Financial Statement Schedules, and Reports en Form 8-K

(a) The following docxanents are filed as a part of this report;

(1) Consolicfated Financial Statements and Report of Independent
Accountants; see the index on page 19 of this report.

(2) Consolidated Financial Statanent Schedules: see the index
on page 19 of this report.

(3) Exhibits: see the index on page 46 of this report.

3-a Registrant's Restated Certificate of Incorporation,
dated June 26, 1987. Exhibit incorporated by
reference to registrant's Form 10-K for the year ended
October 2, 1987, filed Decanter 22, 1987.

3-b Registrant's Bylaws, dated October 20, 1989. Exhibit
incorporated by reference to registrant's Form 8-K
filed December 1, 1989

3-c F^eoistrant's Specimen Stock Certificate. Exhibit
incorporated by reference to registrant's Form 8-K for
the march of February, 1977, filed March 4, 1977.

4 Preferred Stock Purchase Rights. Exhibit
incorporated by reference to registrant's Form 8-A
dated August 2, 1986, filed September 2, 1986,
and amended by amenctaent no. 1 dated July 7, 1989.

11 Confutation of earnings per share in accordance with
interpretive release No. 34-9083

22 Subsidiaries of the Registrant
24 Consent of Independent Accountants
28 Agreement between Varian Associates, Inc. and the

Department of Defense ccncerning termination of
Suspension of Continental Electronics, a division of
Varian, and establishment of a continuing
surveillance

(b) Reports on Form 8-K:
No reports of Form 8-^ have been filed for the last quarter
of the period covered by this report.
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Pursuant to the regutnaBents of Section 13 or 15(d) of the Securities
Act of 1934, %rian Aesocî tee, Inc. bas doly rm»aA this

to be aigped on its frPhVlf by tAe nnrJRralijnRd, thereunto duly authorised.

VSRIAH ASSOCDflES, DC.
(Begistzant)

Date: Deoober 15, 1989 Ey=./X^- C^^-——
Robert A. Lenos
Vice Presixteot,

Pcctsoaxt to the recfoireoatts of the Securities Exciiange Act of 1934,
repoort has been signed below ty the following persons en behalf of the
registrant and in the ry>TF>rities and en the dates indicated.

Signature Title pate

Principal Executive Officear:

Chaiman of the Board and DecerfDer 15, 1989
D. Sege ' Oiipf Executive Office

Principal Financial Officer;

President, Finance DecoAer 15, 1989

f [ • !• : i I »« |

/V
Robert A. Lenos

Principal Accounting Officers
j S /

^^^ jdfo+Sr*- nnntTolier Decofcer 15, 1989
*fayne P. Soxcak



XLtift

Dcoald 0. Pedexaoo

D.

H.

ni

Director

Directxir

Director

DLcectxr

Directmr

DdLtectc

Dt

, 1969

, 1389

nt

Decoder 15, 1989

Decesfcer 15, 1989

Deoeafcer 15, 1989

Deaesfcer 15, 1989

15,

Deoa*er 15, 1989

Deoater 15, 1989

December 15, 1989

Decester 15, 1989

Decaater 15, 1989

Deoodber 15, 1989

Decartier 15, 1969

15, 1989
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VAREAN ASSOCIATES, DC. AMD SCBSIDIAKT OCHPANIES

FCrai 10-K

DC3GX OP FINANCIAL STKEEMQOS AND SCHHXl£S

The following statements of the registrant and its subsidiaries
are required to be included in Item 8:

Consolidated Financial Statements:
Report of Independent Accountants ............................... 20
Statements of Earnings for the fiscal years ended

Septeober 29, 1989, September 30, 1988, and October 2, 1987 ... 21
R*ianno sheets £~ Sepbaiter 29, 1989 and Septeeter 30, 1988 ..... 22
Statements of Shareholders' Equity for the fiscal years ended

Septfster 29, 1989, Sepbeater 30, 1988, and October 2, 1987 ... 23
Statements of Cash Flows for the fiscal years pnflRrl

September 29, 1989, September 30, 1388 and October 2, 1987 .... 24
Notes to the Consolidated Financial. Statements ..................25-39

The following financial statement schedules of the registrant and
its subsidiaries for the fiscal years ended September 29, 1989,
SEpteaber 30, 1988, and October 2, 1987 are required to be included
in Item 14(a):

Consolidated Financial Statement Schedules:

Schedule II Amounts Receivable from Related Parties and
Chderwriters, Promoters, and Bcployees other
than Related Parties ........................ 40

Schedule V

Schedule VI

Property, Plant, and Bqulpment ................... 41

Depreciation, Depletion and
Amortization of Property, Plant, and Equipment . . , 42

Schedule VIII Val-jation and Qualifying Accounts ................ 43

Schedule DC 3iort-ltenn Borrowings ............................ 44

Schedule X Supplementary Income Statement Information ....... 45

All other required schedules are omitted because of the absence of
conditions under vrfiich they are required or because the required
information is given in the financial statements or the notes thereto.
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Coopers
&Lybrand
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REPORT OF IHDBPBHDKMT ACCOUNTANTS

To the Board of Directors and Shareholders of
Varian Associates, Inc.

We have audited the accompanying consolidated financial
statements and financial statement schedules of Varian
Associates, Inc. and subsidiary companies as listed in the
financial statement index on page 19 of this Form 10-K.
These financial statements are the responsibility of the
Company's management. Our responsibility is to express an
opinion on these financial statements based on our audits.
We conducted our audits in accordance with generally accepted
auditing standards. Those standards require that we plan and
perform the audit to obtain reasonable assurance about
whether the financial statements are free of material
misstateaent. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by
management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above
present fairly, in all material respects, the consolidated
financial position of Varian Associates, Inc. and subsidiary
companies as of September 29, 1989 and September 3O, 1988,
and the consolidated results of their operations and their
cash flows for each of the three fiscal years in the period
ended September 2S, 1989 in conformity with generally
accepted accounting principles. In addition, the financial
statement schedules referred to above, when considered in
relation to the basic financial statements taken as a whole,
present fairly the information required to be included
therein.

As discussed in the contingencies note to the consolidated
financial statements, the Company and a number of its
employees received grand jury subpoenas in connection with a
U.S. Department of Justice antitrust investigation. The
likely outcome of the inquiry or the effect thereof cannot be
determined at this time and thus the Company has made no
provision for any liability.

San Jose, California
October 20, 1989

COOPERS & LYBRAND

-20-



STATBOTS OF CAftflIHGS
VarUn Associates, IK. and SUtttdlary Companies

For eacti of tte ttrw fiscal >**r* in
tfte period ended September 29. 1969

(Dollars In thousands except per share amcutts)

SHU5

OPERATI&S COSTS AID OPEKSES
Cost of sales
Research and development
Rarfcetiag
General and aArinistratiwe
Restroctiring charges

Total operating costs and expenses

OftRATIK EJtftllKS
Interest expense
Interest income
Otter incne (expense)

EWNIIKS BCTORE TAXES

Taxes on earnings

*T EARIIKS

CT EAfMIKS PER SH«£ - FUUY DILVTQ)

1969

S1.343.6E

961.728
83.071

156.049
76.256

1.277.104

66.5Z8
(10.791)

1.192
(6.100)

50,829

19.310

S 31.S19

$ 1-53

1968

$1. 170,558

809.635
80.222

145.813
65.219
35.018

1.135.907

34.651
(7.915)
1.583

15.059

43.378

15.620

J 27.758

$ 1.27

1987

$ 982.776

676.382
80.726

131.936
65.327

954.371

28.405
(6,602)
2.046
8.046

31,895

10,530

$ 21,365

S 0.96

See acco^anyiag notes to tte consolidated financial statements.

-21-

141



COMSOLIMTHI BALAJCE 9CCIS
Karian Associates, Inc. and Subsidiary Co^wnies

(Dollars fa thoasamH except par ¥a)ues)

ASSETS
Ctflrent Assets

Cash and cash equivalents
Accounts receivable. !«$ allowances for doubtful

accents of Jl.Hl (1969) and $2.037 (1968)
Inventories
Other current assets

Total Curort Assets

Property. Plant, and Equipment
AcoMnlated depreciatioa and avortizatioa

let Property, Plant, and Equipment

Other Assets

rOTAt ASSfTS

LIABILITIES MO SWREHO-OeRS ' EQUITY
Ctrreot Liabilities

•otes payable
Accouits payable - trade
Accrued expenses
Product warranty
Advance payments fro* ostoaers

Total Drrent Liabilities
Loog-Tera Debt
Deferred Taxes

Totai Liabilities

Septerter 29.
1989

S

263,738
285.725
93.774

643.237

511.213
(258,442)

252.771

35.273

$ 931.281

$ 53.648
74.528

182.836
29.910
73.279

414.201
54.914
34.885

504.000

Septafcer 30.
1988

$ 11.539

252.469
245.455
80.459

589,922

472.554
(230.894)

241.660

24.247

S 855.829

S 14.199
55.131

177.070
24.101
65.976

336.477
35.179
33. in

404.827

Shareholders' Equity
Preferred stock

Authorized 1.000.000 shares, par value VI. issued none
CciMUii stock

Author (zed 99.000,000 shares, par value tl. issued
arrf outstanding 19,896.000 shares (1969). ?1.674.000
shares (1988)

Capital in excess of par value of comon stock
Retained earnings

Total Shareholders' Eqtity

TOTAl LIABILITIES AW SHAREHOLDERS * EQUITY

19,896 21.674
111.356 159.537
296.029 269.791

427.281 451.002

$ 931.281 $ 855.829

See accoĵ anying notes to the consolidated financial statements.
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STATBOTS OF SHMtOOJHtS' EQUITY
Varian Associates. Inc. and Subsidiary Co^anits

(Dollars in thousands
except per share counts)

Capital t* Treasury
Excess of Retained Stock

Stock Par ¥aloe Earnings at Cost Total

Balances. October 3. 1966 $ 21.448 $ 157.476 ; 232.006 $
•et earnings for tlie year - - 21.365
Issuance of stock under

employee stock purchase
and option plans 518 10.961

Dividends declared
($0.26 per snare) - - (5.658)

Balances. Gxtober 2. 1987 21.966 168.437 247.713
•et earnings for tne year - - 27.758
Issuance of stock under

e^>loyee stock purchase
and option plans 392 8,256

Fa-chase of coMon stock . . . (17.840)
Ret iraert of treasury stock (684) (17.156) - 17.840
Dividends declared

(J0.26 per share) - - (5.680)

$ 410.930
21.365

11.479

(5.658)

438.116
27.758

8.648
(17.840)

-

(5.680)

Balances. Septerter 30. 1968
•et earnings for tne year
Issuance of stock infer

e^>lo>ee stock ptrchase
and option plans

hrcbase of immjn stock
Retireaent of treasury stock
Dividends declared

($0.26 per share)

21.674

459

159.537

10.152

(2.237) (58.333)

269.791
31.519

(60.570)
60.570

(5.281)

451.002
31.519

10.611
(60.570)

(5.281)

Balances. SepteAer 29. 1989 J 19.896 $ 111,356 $ 296,029 427,281

See accompanying notes to tne consolidated financial stateoents.
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VI 'I.

STATEKXTS OF CASB FLOW
Vartan Associates. Inc. and SiAs (diary Companies

For each of the three fiscal years In
the period ended Septe )̂er 29. 1989

(Dollars in thousands)

OPEKATIK McrmnEs
•et Casti Provided by Operating Activities

EMESIIK ACTIVITIES
Proceeds fro» sale of businesses
Proceeds fro* safe of property, plant, and equipment
Purchase of property, plant, and equipment
Purchase of businesses, net of cash acquired

•et Cash fsed by I (west fog Activities

FIWWCJK AOiVIIILS
•et borroviogs (payaents) on short-term obligations
Proceeds from tang-tor* borrowings
Principal payments oo long-term debt
Proceeds fro» payments on employee stock notes receivable
Proceeds fro» OMOQ stock issaed to employees
Pwxtese of coaaon stock
OivideiKts paW

•et Cash ProvKied (Used) by financ;ng Activities

EFFEDS ff OfW*X RATE CH îffS OH CASH

•et Increase (OecreaseJ in Cash and Cash Equivalents

Cash and Cast) equivalents at Beginning of Year

Casft and Gtsft Equivalents at End of Tear

DCTAJl OF itT CASH PRWEED BY OPERATING ACTIVITIES

•et Earnings
Mjustaents to reconcile net earnings to

net cash provided by operating activities
Oeprec iat io»
Deferred taxes
andistribttted earnings fro* affiliates

less dividends received
Cain fro sale of businesses
(Gain) loss fro* sale of assets
AvrtizatioB of intangibles
AbanJoflaeiit of intangibles and wite-cff of other assets due to

restrncttf-itq
Changes in assets and liabilities net of affects of

acquisitions of businesses:
Accounts receivable
Inventories
Other arrest assets
Accents payable - trade
Accrued expenses
Product warranty
Advance payments fro» customers

•et Cash Provided by Operating Activities

19W

$ 60,1W S

7.M3
3.874

(«8.96B)
(37,385)

l/b.Ub;

32.059
30.029
(2.892)

10.611
(60.578)
(5.W

3.8»

(11?)

"(11.539)

11.539

s - s

S 31.519 f

40.656
1.751

528
(3.061)

519
2.19B

_

y.190)
.844)

(13.111)
14.893
7.921
5.901
1.520

1 U.18D I

19BB

39.826 $

32,500
5.993

(43.238)

(4./4b)

(34.607)
450

(3.385)
708

8.648
(17.840)
(5.710)

i!»r/*)
257

(16.396)

27.937

u.bjy i

27.758 t

40.424
7.365

(1.108)
(15.059)

1.007
2,606

15,579

!

43,8761
19.772)
10.475)
(1./87)
20.891

372
15.901

39.826 I

19B7

60.115

2.898
7.731

(46.239)
(17.211)

(U.K]f
-^

18.532
22

(13.077)
733

11.479
.

(5.623)

i 2.066

W9

19.959

7.978

27.937

21.365

37.275
1.885

177
(1.7001

(851)
4.768

_

(15.114)
(13.255)
21.647
S.284

(11.057)
798

7.893

bO.HS

See aoco^kanying totes to the consolidated financial statements.
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NOTES TO THE nr»wr.TnyrEn FDMQAL STKEOfEMES

OP SIQgFICAKT AXOCWTDC POLICIES

consolidated financial statements inr-inrfc» these of Varian Associates,
Inc. and its subsidiaries, signifirarrrt- intearocapany balances,
transactions, and stock holdings have been eliminated in consolidation.
Investments in less-than-oajocity-ouned ^fff M^tori tiu^i^tx are stated at
equity in the net assets of these coapanies,

Foreign Currency Translation

Assets and liabilities of subsidiaries cutside the Halted States
representing cash and aoounts receivable or payable are translated into
D.S- dollars at the exchange rates in effect at year end. Other accounts
inrhrling inventories and property, plant, and equiraent are translated at
historical exchange rates. Revenue and expense iteas are translated at
effective rates of exchange prevailing during each year, except that
inventories are charged to cost of sales, and depreciation is expensed at
historical exchange rates. In determining net earnings, the aggrec^te
exchange gain (loss) for 1989, 1988 and 1987 was ($4.8) million, $1.4
arill inn and ($16) thousand, respectively.

Revenue Recognition

SB IPS and related cost of sales are recognized primarily upon shipment of
fHxriucts. Sales and related cost of «*1«*? under long-term contracts to
conmercial customers and the D. S. GGweoment are recognized primarily as
units are delivered.

The estimated sales values of performance under certain D. S. Gov
fixed-fad.ce and fijxed-price incentive contracts in process are recognized
under the percentage of completion method of accounting ttexe the sales
value is determined on the foists of physical ocapletian and costs are
expensed as incurred. Sales under cost-reufcursenent contracts, priHBrily
research and developaent contracts, are recorded as costs are incurred and
include estimated earned fees in the pj.mxju.Licn that costs incurred to date
bear to total estimated costs. The fees under certain 0. S. Governsent
contracts nay be increased or decreased in accordance with cost or
performance incentive provisions which measure actual performance against
established targets or other criteria. Such incentive fee awards or
penalties are included in revenue at the tune the aoounts can be reasonably
determined-

Statements cf Cash Flows

The Ccnpany considers currency en hand, demand deposits, and all highly
liquid investaoents with an original Maturity of three months or less to be
cash and cad equivalents. Certain aaouots in prior Statements of Cash
Flews have been revised to be consistent with 1989 presentation. Inere *&s
no iapac; on the net change in Cash and Cash Equivalents. Liabilities
assumed in the purchases of businesses were $5.8 nillinn in fiscal 1989 and
S5.8 million in fiscal 1987.

-25-



Inventories are valued at the lower of cost; or market (realizable value)
using last-in, first-cut (LXFO) cost for the D,S. Inventories of the
Analytical Instruaent, Sendconductor Bpripapnt, and the Medical and
luJu&Ulal Products Groups (Bgoipaent Sequent), All other inventories are
valued principally at average cost. ApEaxocunately half of total gross
inventories are valued using the LIFO method. If the flrst-in, first-cut
(FIFO) Method had been used, inventories would have been Mffrpr than
reported by $54.2 «11 im in fiscal 1989, $51.1 milieu in fisml 1988, and
$46.7 Mil Urn in fiscal 1987. Inventories related to long-tern contracts
aBOonted to $35.2 °" 11im and $39.8 Million at f j<aral year end 1989 and
1988, respectively. These amounts are net of progress payments of $8.£
Billion and $11.9 million, respectively- Inventoried costs relating to
long-tens contracts are stated at actual production costs, and generally do
not include start-up or general and actaLnistrative costs. The Bain
components of inventories are as follows:

{Dollars in Billions) 1989 1988

test Materials and parts
Jiorfc in process
Finished goods

$140.7
101.7
43.3

$117.2
88.0
40-3

Tbtal Invaitories $285.7 $245.5

Property, Plant, and Bam'naent

Property, plant, and equipment are stated at cost. Major in%Jiuvtaoents are
capitalized, tAile naintenance and repairs are expensed currently. Plant and
equipment are depreciated over their estimated useful lives using the
straight-line method for financial reporting purposes and accelerated methods
for tax purposes. Leasehold improvements are amortized using the straight-lire
nethcd over their estimated useful lives or the length of the lease, whichever
is less. Tte main components of property, plant and equipment are as follows:

(Dollars in Billions] 1989

Ttcal Property, Plant, and Equipment

1988

kind and land leaseholds
Buildings
Ifechinery and equipment
Obstruction in progress

S i4.3
172.3
301.2
23.4

$ 14.1
158.7
285.1
14,7

$511.2 $472.6
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Taxes on Earnings

Deferred recoverable tax benefits of $70.0 million at fisrnl year-end 1989 and
$64.4 million at fiscal year-end 1988 are included in other current assets.
These resulted principally frcn product warranty provisions, inventory
reserves, installment sales, reserves for discontinued operations, and special
provisions not currently deductible for tax purposes. In addition, this
account includes refundable taxes of $3.2 nrillirwi at fiscal year-end 1989 and
$3.2 an 11 inn at fisml year-end 1988, resulting froa the carryback of operating
losses and credits. Deferred tax credits of $34.9 «iiiinn aft fi«v-ai year-end
1989 and $33.2 million at fiscal year-end 1988 arose pdaarUy froa the use of
accelerated depcerifltinp methods for tax purposes -

The Company plans to continue reinvesting earnings of its non-D.S. subsidiaries
to expand its international activities. Tnerefore, it makes no provision for
aririitlnnnl U.S. taxes which might result fron distribution of such earnings
unless they are actually repatriated. Jtaounts repatriated in 1989, 1988, and
1987 were not significant. The Oarapany has foreicp tax credit carryovers of
$2.8 Brill inn, of which $1.3 million expire in 1991, $1.3 piiii™ in 1992, and
$.2 Brillion in 1993. At fiscal year-end 1989, 1988, and 1987, the emulative
amount of earnings from certain subsidiaries on which the Company has not
provided U.S. income taxes was approxijaately $22 million, $19 million, and $18
million, respectively -

The Company has a Foreign Sales Cooperation (FSC) to assist with its export
activities. A portion of the earnings of the FSC is taxable and provision has
been nade for those taxes. The FSC replaces the former Donestic International
Sales Corporation (DISC).

In December 1987, the Financial Accounting Standards Board (FASB) issued
Statement Mo. 96, Accounting for Income T^reg (FAS 96). This statement
requires a major change in the method used to account for income taxes. The
statement is effectave for the Company's fiscal year 1993; earlier adoption is
parmitted and being considered. She FASB is currently reconsidering certain
relevant aspects of PAS 96. The Company is currently studying the implications
of the statement, but the timing and iirpact of its implementation has not yet
been determined.

Research and Development

OMpany-spcnsored research and development costs related to both present and
future products are expensed currently. Costs related to research and
develcpaent contracts are included in inventory and charged to cost of sales
upon recognition of related revenue. Total expenditures on research and
development for fiscal 1989, 1988, and 1987, were $110.3 million, $100.9
million, and $101.7 million, respectively, of which $27.2 million, $20.7
million, and $21.0 million, respectively, were funded by customers.
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Capitation of Earnings Per Share

per share computations are based on the weighted average cannon shares
outstanding and cannon share equivalents (dilative stock options). Ibe average
raster of ccwnan shares and common share equivalents used in the co^utatlon of
earnings per share in 1589, 1988, and 1987 was 20,659,000, 21,936,000, and
21,834,000 shares, respectively. There is no significant difference between
fully Hi T.rt-^ri fvtmingB per share and primary earnings per share.

CBftRGES

Curing 1988, the Company incurred restructuriJlg charges of $35.0 an 1 1 ira for a
•ajar cost reduction effort that resulted in consolidation of two divisions and
the discontinuation of a product line in the Semiconductor Equipment Geoup, as
well as other actions undertaken as part of a coapanywicte cost reduction
effort. The restructuring charges are composed mainly of asset write-offs and
estimated accruals associated with move and rearrangement, continued product
support, tenttinatian, and other costs.

OSIER IRXME fEKPBCE)

In 1989, other expense of $6.1 million represents charges for anticipated legal
expenses in connection with an ongoing government investigation of the power
grid tube industry. (See Contingencies Note. )

In 1988, other income of $15-0 million represents the gain on the sale of the
Specialty Matals Division. Sales for the Specialty Metals Division amounted to
$17,4 millian in fiscal 1988. Proceeds frcm the sale were $32-5 million.

In 1987, other income of $8.0 million was principally composed of an advanced
settlement of a royalty agreement.

SUBSIDIARIES OUTSIDE THE WITH) STMES

(Dollars in Billions) 1989 1988 1987

Sales

Net Earnings

Current assets
Property, plant, and equipnent,

net of depreciation
Other assets

TDtal assets
Current liabilities

5 303.3

$ 8.5

$ 154.8

28.6
11.4

194.8
89.9

.4

$ 289.4

$ 15.1

$ 147.5

29.0
8.1

184.6
94.6

.4

$ 231.8

$ 11.1

$ 145.3

28.7
8.1

132.1
106.1

Net Assets $ 104.5 $ 89.6 $ 76.0
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FBCM LOG-TEEM OCKIMCXS

Die following shews the component elements of receivables txxm long-tens
contracts included in accounts receivable:

(Dollars i n • r M l f n n g ) 1 9 8 9 1988

O.S- Govemnentz
Rillfld $ 11.2 $ 23.6
Recoverable costs and accrued

profit en progress
mr>tf?ttid — not trf 1 lod

*
Total O.S. Gcwerrinent

5.7

16.9

8.1

31.7

Ccraaercial custcraers:
Billed 9.4 4.7
Recoverable costs and accrued

profit on progress
ooBpleted - not hilled 7.0 U.6

Ttftal cojaerdal crstoaers 16.4 16.3

Total Receivables frcn Jjcng-Tterm Contracts $ 33.3 $ 48.0

Receivables frcB long-tern contracts include asxxsrts having production
cycles longer than one year and therefore a portion will not be realized
within one year. For fiscal 1989 and 1988 these ataounts are $1.6
and $14.8 Billion, respectively. Recoverable costs and accrued profit on
progress completed but not hilled for fiscal 1988 have been restated to
confonB with 1989 presentation.

The balances billed but not paid ty customers pursuant to retainage
provisions wexe not significant at fiscal year-end 1989 and 1988. Eased on
the Cfcrapeny's experience with similar contracts in recent years, the
retention balances at fiscal year-end 1989 are expected to be collected in
fiscal 1590.

Recoverable costs and accrued profit not billed coaprise principally
amounts of revenue recognized on contracts for tfiich billings had not been
presented to the customers bpraiffa? the amounts uere not tollable at the

sheet (fete. It is anticipated such unbilled amounts receivable
from the U.S. Goverraaent and coanercial customers at fiscal year-end 1989
will be billed and collected in fiscal 1990.

!to significant amounts were subject to future negotiation at fiscal
year-end 1989 and 1988.
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(Dollars in •Ulions) 1989 1988

3axes, including taxes on earnings
Payroll and employee benefits
rfr M t i IM 1 1 n i IMI Tia 1 fti *y fwif1 i r»wt rwfrrzx+'^rrvt
pj7*"i •ntP'1 iof**? '̂ (^**'"?^n^i'irTi6s
Other

$ 21.5
53.7
15.1
27.2
65.3

$ 26.4
48.1
20.7
16.0
65.9

Ibtal Accrued Expenses $182.8 $177.1

SBCKF-TSFM DEBT

abort-term notes payable and the on lait portion of long-tern debt
ancrating to $53.6 •illinn and $14.2 •iilinn at fiscal year-Tnd 1989 and
1988, respectively, represent borrowings of D.S. dollars and various
foreicyi currencies under several credit agreements with lenders at weighted
average interest rates of 9.4% and 12.5%, respectively. 'Total ctebt is
subject to limtations included in long-term debt agreements.

At fiscal year-end 1989, the Ccapany had total tnused aararitted Tin*^ of
credit aneuffiting to $170 an Him.

U&ff

(Dollars in aillions) 1989 1988

Unsecured tara loan, 9.9% due in annual
installments of $6.0 through 1994

Unsecured tPr» loan, 9.5% due in annual
installments of $2.5 throu î 1995

McErtgage loans. Interest rates range fron
6.8% to 10.75% payable through 2005

Othf̂ r anf^oxrprf r^r™ loans and oWifptions,
interest rates range £ro» 8.75% to
11.5% payable throu î 2031

Long-teoa borrowings
Less current portion

$ 30.0

15.0

18.4

1.8

65.2
10.3

$

17.5

18.7

1.9

38.1
2.9

Long-Item Debt $ 54.9 $ 35.2

TJie 9.9% and 9.5% unsecured fpm loans contain covenants v*iich limit future
borrcwings and cash dividends and require the Company to maintain certain
levels of working capital and net earnings. At fiscal year-end 1989, the
Coopany was in mnpHafnoe with all restrictive covenants of the loan
agreement and approximately $50.1 million of retained earnings were
unrestricted for payment of cash dividends. Mortgage loans are
collateraliaed by various land and buildings.

Required principal repayments of long-term debt for fiscal years 1990
through 1994 are as follows, in millions: $10.3, $10.7, $10.8, $10.8, and
$11.9.
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LCKMTO1 PEST (continued)

Interest paid on short-tern and long-term debt was $10.4 •illim in f 1 seal
1989, $7.9 wlllim in fiscal 1988 and $6.6 Kill inn in fiscal 1987.

STOCK OPTICH AMD PORCBftSE HAMS

As of fiscal year-end 1989, the Oonpany had reserved 2,434,747 shares of
cooaon stock for issuance to officers and key eaplcyees under stock qpticn
plans. All options under the incentive and non-qualified plans have been
granted at prices equal to the fair Market value of the stock on the cfete
of grant.

Options granted en or before Ftetaaary 10, 1987 are exprrrjsable compncing
cne year followijig date of grant, expire if not fxprrjqprl within ten,
seven, or five yaars free (fate of grant, and, based on JSFW* date, are
esercisable in cumlative installments of one-quarter, one-third, or
one-half each year. Options granted on or after Feboiary 11, 1987 are
exercisable in cuailative installaeiits of one-third each year, ccranenciiig
one year following date of grant, and expire if not exercised within seven
years frca date of grant. Option activity under the plans is presented
below:

______________________1989_________1988_________1987
(Dollars in millions
except per share aaounts,
shares in thousands) Shares Dollars Shares Dollars Shares Dollars

Beginning of
Granted

year

Terminated or expired
Exercised

&id of Year

Shares exfircisable

1,419
439
(93)

(112)

1,653

460

$ 36
12
(2
(2

$ 44

.6

.8
•7)
.6)

.1

1,139
436

(109)
(47)

1,419

66

$ 28
12
(3
(1

.7

.2
-3)
•0)

$ 36.6

1
1

(1

1

,564
,058
,258)
(225)

,139

306

$ 48.7
26.8

(42.4)
(4.4)

$ 28.7

Available shares
rooaining 782 1,127 458

Options were outstanding at prices ranging frcnt $22.94 to $36.25 per share
at fiscal year-end 1989. Options were exercised at prices ranging from
$12.10 to $24.19 for fiscal 1989, $7.82 to $33-69 fen: fiscal 1988, and
$/.82 to $36.13 for fiscal 1987.

The Bqplcyee Stock Purchase Plan (ESPP) covers substantially all ennployees
in the United States and Canada. The participants' purchase price is the
lower of 85% of the closiiig market price on the participants' most recent
enrollment date, or 85% of the rinsing market price on the last trading day
of the fiscal quarter. The discount is treated as equivalent to the cost
of issuing stock for financial reporting purposes.
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STOCK OPTION MO FpyHa^fl PftJU^ (continued)

During f**™i 1989, 1988, and 1987, 322,000 shares, 314,000 shares, and
301,000 shares were purchased for $6.9 Billion, $6.8 million, and $6.3

respectively. At fiscal year-end 1989, the Conpany had a balance
of 851,000 shares reserved for the ESFP.

STDOC PURCHASE RKHES
At September 29, 1989, there were issued and outstanding 19,896,000
preferred stock purchase rights (one right for each outstanding caaaon
share) . fech ri^it entitles the holder to buy one one-hundredth of a share
of the Company's Series A Junior Participating Preferred Stock for $125.
Of the 1,000,000 shares of authorized preferred stock, 280,000 shares have
been desisted as Series A Junior Participating Preferred Stock, to be
issued upon exercise of the rights. GJpon issuance, these preferred shares
win have certain voting, dividend, and TignufoHnn preferences over the
coonon stock, as descritied in the Rights ^reeaaent of August 25, 1986, as

rights are exercisable ten days after a parson or grcup has acquired
15% or more of the Coapany's voting stock or the tenth day (or such later
date as may be determined by the Board of Directors) after the date of the
cojwencefflent or announcement of a person's or groin's intention to conoence
a tender or exchange offer whose oonsuoration will result in the ownership
of 30% or nore of the stock. If a person or group becomes the beneficial
owner of 15% or sore of the voting stock, each right would entitle the
holder, other than the acquiring person or group, to buy shares of the
CcKpany's Spries A Junior Participating Preferred Stock having a market
value of $250 for the exercise price of $125. If the Company were to be
Merged into another entity, or merge with another entity and the cuaaacxi
stock were changed into other securities or assets, oach right would
entitle the holder to purchase for the exercise price of $125, oonacn stock
of the acquiring company equal to a narket value of twice the exercise
pBcice, or $250.

The rights expire on August 25, 19% but may be redeemed by the Board of
Directors of the Company for $.05 per right at any time before they become

.

PIAMS

the Ooqpany has several defined contribution retirement plans covering
substantially all of its efflployees. Total pension expense amounted to
$18.3 Mm im for fiscal 1989, $15.0 Million for fiscal 1988, and $13.5
million for fiscal 1987. Ihe major obligation is to contribute an amount
based on a percentage of each participants' base pay. Ihe Canpany also
contributes 5% of its consolidated earnings from continuing operations
before taxes, as adjusted for discretionary items, as retirement plan
profit sharing. Participants are oitiuusd, t^on tfiTjiJiiation or retirement,
to their vested portion of the retirement fund assets, which are held by a
third-party trustee.
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TAXES

I.S. federal locone tax retira for the >ears through I960 have been settled wit*
tfee Internal Revewe Service. It Is believed that adeoutte provisfoa has been Bade
f<T all ope* >ears and vresolved fssnes. The detaH of tauoes (benefits) on
earnings is a

(Dollars in Billions)

da-rent
B.S. federal
ftxMf.S.
State and local

Total cwreirt

Deferred
B.S. federal
noo-H.S.

Total deferred

Taxes on Earnings

1969

S 11.0
7.9
4.3

23.2

(4.1)
0.2

(3.9)

$ 19.3

1968

S 5.3
10.0
1.7

17.0

(0.3)
(1.1)

(1.4)

S 15.6

1987

J (0.7)
6.0
1.3

6.6

4.2
(0.3)

3.9

J 10.5

Deferred taxes on earnings result fro* tiaring differences between incoae reported
in tiae fioanciat statements and taxable income. The tax effects of these differ-
ences are as follows:

(Dollars to Billions)

Inventory adjustments
Changes fn provisions for
discontinued operations

Product warranty
Deferred income
Accelerated depreciation
Installment sales
Otber

Total Deferred

1969

$ (1.5)

(0.8)
0.8)
(0.5)
2.8
-

(2-1)

$ (3-9)

1968

$ 3.4

(2.9)
(0.3)
0.3
5.9

(5.7)
(2.1)

S (1.4)

1987

J 0-9)

4.4
0.8

(1-1)
2.1
0.6

(1-0)

S 3.9
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TAXES Oi EMI1KS (continued)

The recoocmatkm between the effective Ux rates &nd UK statutory
federal loo** Ux rates *s shown In the following schedule:

Statutory federal iocone tax rat*
State and local taxes, aet of federal tax

benefit
let iovestaent tax credit recapture
Forcigi iacone deeaed peraaaently invested, act

of rareigjB tax credits utilized
and foreign taxes

FSC/DfSC
Kesearcb and development tax credit
Capital gains
Tawevtory adjostaeat on discontinued operations
Charitable contributions
Otter

Effective la* Rate

1585

34.0 *

5.6
0.4

2.1
(3.2)

(.0.6)
(0.3)

36.0%

1988

34.0 %

2.5
0.7

0.6
1.7

(2.3)
(0.9)
(0-3)

36.0 *

1967

*3.0%

2.4
2.4

(1.4
(3-2

(12.4
(2.8
1.7
4.9

(1-6)

33.0*

Inccae taxes paid (refunded} OB earnings are as follows:

(Dollars IB anil ions) 1989 1988 1967
Federal incoae taxes paid $
Federal iamae tajces refunded frc» prior years
State iocoae taxes paid, net
forekp iacoae taxes paid, net

12.7
(0-5)
5.0

11.1

$ 1.6
(5.3)
1.3
7.1

( 1.2
(26.9)

0.5
5.9

Total Paid (Refunded)————————————————S~2B73—————I——4TT—————1 (19,3)

The counts refmded io 1989 and 1968 are die result of let Operating Loss and General
Business Tax Credit carrybacks fix» 198? to 1984 and fro« J986 to 19S3 and 1984, respectively.

LEASE COKiTlOTS

At fiscal >ear-end 1989, tte Cô iany «as covitted to the following Binfui rentals
tffider capital and ocncanceliable operating leases:

(Dollars to Billions)

Fiscal Tears

1990
1991
199Z
1993
1994
Thereafter

Capital Leases
$ 0.2

0.1
0.1
0.1
O.I
8.0

Operating Leases
$ 12.8

10.0
7.5
5.2
2.9
2.1

iota)
S 13.0

10. 1
7.6
5.3
3.0

10.1

49.1
Total aiRuiA capital lease pa>«e0ts include (7.7 Million representing î Duted interest
necessary to reduce ttev to present value. Rental expense for fiscal 1989. 1968, and 1987
ws (34.3 Bill too. OS.O »inion. anj £M.5 will ten. respectively.
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COSER MMTTC

Curing the year, claims were made against the Company by the California
Department of Health Services for violations of the Hazardous Vfeste Control
Act with respect to hazardous waste operations at the Vfelnut Creek,
California site. There was no harm to employes or the environment. A
settlement agreement was reached in July, 1989 with no aoaissian of
liability or violation of law. She agreement included civil pRnrtltifis of
$625,000 and reimbursement of actodnistrative and legal costs of $100,000.
The agreement also included a rrmpliflnrp schedule for completion of
remedial actions within prescribed ffmp limits up to 90 days from the date
of the agreement, the remedial actions have been completed.

The Company is currently a defeno^nt in a numbar of legal actions and could
incur an uninsured liability in one or more of them. In the opinion of
management, the outcome of such litigation will not have a material adverse
effect on the financial condition of the Company.

The suspension of the Company's Continental Electronics Division from
contracting with ary agency of the Executive Branch of the Federal
Govemnerit was terminated on January 20, 1989, under a settlement agreement
with the Department of the fevy (See Exhibit 28).

On September 21, 1988, Rodney Shields, who purports to be a stockholder of
the Confeny, filed a stockholder's derivative action in the Superior Court
of the State of California, County of Santa Clara. The complaint alleges
that the CCnpany obtained certain defense contracts by iiicyjai means and
overcharged the government in connection with other defense contracts. Kr.
Shields further alleged that certain named individuals, including 14
directors and 3 additional present or former officers of the Company,
breached their fiduciary duties and violated various provisions of the
California Business and Professions Code. On June 26, 1989, the court
dismissed the complaint with leave to amend. Thereafter, Mr. Shields
amended his ccnplaint, and the Company has moved to dismiss the amended
complaint. The notion to dismiss is pending.

In addition to the foregoing, in August 1939 the Company and a number of
its employees received grand jury subpoenas in connection with a U.S.
Department of Justice antitrust investigation of the power grid tube
industry. This follows earlier civil investigative demands made to the
Company and others in March 1989. The likely outcome of the inquiry or the
effect thereof cannot be determined at this time.

The Company is involved in various stages of investigL _iOn and cleanup
relative to environmental protection natters, seme of which relate to past
disposal practices. Sane of these natters are being overseen by state or
federal agencies. Management believes that the f inal disposition of .these
matters will not have a material adverse effect on the financial condition
of the Company.
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BUSINESS SBQgNES

The Company's four industry segments have been reclassified into two
segments to better reflect the composition of product lines. The two
sefy&ats. has9%. h£ss.4e£i£nsi/. 1£te£?erai 1evice am Systems Segnent and the
Equipment Segnent. AH prior year segment information has been restated to
reflect the change in segnents.

The Electron Device and Systaas Segaent includes a bread line of electron
devices and systens used in broadcasting, conmmicatacns, and other
coBsercial and military applications. The Equipment Segment includes:
analytical instruments widely used in the fields of chemistry, physics,
biology, life sciences, and metallurgy; soaiconductor equipoent used for
semi conductor wafer fabrication; and medical and industrial products
including linear accelerators used for cancer therapy and industrial
testing and inspection, as well as vacuum punps and systems, gauges, and
leak detectors used in a variety of industrial applications.

In otiVt to mare clearly reflect the results of operations and identifiable
assets within industry secpnents, the LIFO adjustment, and certain expenses
previously classified as corporate expenses, have been allocated to the
inrfeistry secpients. All prior year segment informaticn has beer, restated to
reflect these changes. Indirect and cannon costs have been allocated
through the use of estimates. Accordingly, the information j~ provided for
purposes of achieving an unde. landing of operations, but may not be
indicative of the financial results of the reported segments were they
independent organizations. In addition, corapariscns of the Gonpany's
operations to si mi lar operations of other companies may not be meaningful.

The Company operates various mrrrnifacturing and marketing operations outside
the Uiited States. Geographic sequent information is based on the location
of the operatiĉ  furnishing goods and services. Mo single country outside
the Qiited States accounts for more than 10% of total sales or total
assets. Salt̂  between geographic areas are accounted for at cost plus
prevailing SB :xups arrived at through negotiations between independent
profit centers. Related profits are eliminated in consolidation.

Included in the total of United States sales are export sales of $228
million in fiscal 1989, £182 million in fiscal 1988, and $94 million in
fiscal 1987. Sales under prime contracts from the D.S. Government were
approximately $122 udllion in fiscal 1989, $142 million in fiscal 1988, and
$131 minion in fiscal 1987.
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SGBOT5

(Dollars hi millions)

Electron Device and Systeas

Eonlpnent

Analytical litsti unmts

Seariconductor Eojifpneat

ItodScal » Industrial
Products

Elferiaattofts

Total Eoutonent

Adtostnents 1
ElhtlMttons

Total Industry
Seguewts

General Corporate

Interest, n-t

Total Coapany

1989 results foclnde General
gonernaiitt Invest igat km of

1988 results Include a grin
and restractarlng charges of

Analytical Instnamts
Semiconductor Equlpueat
General Corporate

Pre- tax Operating Identtfiahle Capital
Sates Earnings (loss) Assets Ejipenditam

IOT I«a» 1W WH 1W

$ 534 $ 5*3 $461 $ 13 $ 29

227 227 109 19 20

321 210 143 25 2

268 24? 199 27 20

(6) (5) (4)

810 674 S27 71 42

(6) (5) (3) (4)

1.344 I. 171 983 81 67

(20) (18)

(10) (6)

$1.344 $1,171 $963 $ SI $ 43

1W 1*0 IWV I*ffV I3W 19Ba E9V/

$ 43 $39 $342 $317 $ 18 $ 19 $ 21

1 9 1 2 1 1 1 6 1 0 1 6 7 6

(32) 1 7 3 1 0 3 1 2 6 6 3 9

1 7 1 2 2 1 2 5 1 0 4 8 7 6

- - - -

4 416 344 331 20 17 21

( 1 ) . . .

46 766 6fl6 648 38 36 42

(9) 16S 170 182 11 7 4

(5) - . . .

$3? $931 5856 $830 $ 49 $ 43 $ 46

fleprecUttoB

$ » $ M $ 17

5 5 4

6 7 7

4 4 3

_

IS 16 14

-

34 34 31

7 6 6

-

$ 41 $ 4* $ 37

Corporate charges for anticipated legal expenses of $6.1 nillioa in connection n't* an ongoing
the power grid tube industry.

to the Sentcondnctor E<»jioaent Group on the sale of the Specialty Retail Dtvtsloa of $IS,« •Mlfon
$35.0 nillioa. Ibe restructuring charges are allocated as follows:

$ 2.9
25.8
6,3

19B7 resvlts for the Analytical InstrMwnt Group include $6.3 •lllfcn for an advanced settlement of a royalty
and results for the Electron Oevke and Systens Segnent include a $1.7 nillton gala on the vile of a s*all subsidiary.

cn
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9MHCM.T FIHMCUt DMA (•MDlFCD)

(Dollars fa Millions except per fhire
(989 1988

Sales

Cross Profit

net Earnings (Loss)

First Second Third Fourth Total
Quarter Quarter Quarter Quarter Year

$ 287.4 358.6 333,5 364.1 1.343-6

$ 88.7 101.0 98,0 94.2 381.9

$ 9.4 12.0 9.1 1.0 31.5

First Seonntf Third Fourth
Quarter Quarter Quarter Quarter

$ 265.» 299.« 2W-7 3»7.9

J 78.4 91.7 91.5 99.3

f (17.6) 9.4 11.8 24.2

fotal
Year

Ml...

3M.9

27.8

net Earnings (Loss) Per Share - Folly
Di toted

$ 0.44 0.58 0.45 0,05 .53 I (0.80) 0.43 t.54I.M

•otes:
Includnf in the fourth quarter 1989 results Jre chArgm (or mtkipdletJ le.̂  I expetrses of JJ.flnillton. net of tax effects,

connect loi wttfc an ongoing gownamt invest tgdtioo of the power or>^ tube industry.

Included in first quarter 1988 results are restructitf' ing charges of J?2-8 Billion, ^t of tax effects.

Included in fourth quarter 1988 results is a gain of $9.6 •iltion. net of tax effects.
the sale of the Specialty totals Division.

The four quarters for earnings (loss) per snare may not add for the >ear
because of the different nwter of shares outstanding during the year.

cma STOCK PRICES (WUJDITFD)

1.27

Cannon Stock
High
Low
Dividends Declared Per Share

19O9

First Second Third Fourth
Quarter Quarter Quarter Quarter

WO 1/1 30 5/8 ?8 5/8 ?8 3/8
in in ?s 3/4 ?3 \n n i/?
f.065 .065 .065 .065

1988

First Second Third Fourth
Quarter Quarter Quarter Quarter

$39 30 3/8 31 30 7/8
$18 1/4 22 1/2 25 3/4 25
$.065 .065 .065 .066
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WVIM ASS0CIAIES. IK. MV SWS1DWRT C9PMIIES
MOMIS KCEIWBU FBOH KUUED MK1IES MD MBEMIIIEKS. rMDTEKS.

MB OVLOYGES OTtfX TIM KLAIED PMtflES (1)
for titt fiscal years ended 1409. 1988 art 1987

(Dollars M

•aae of Debtor

FISCM. YCMt EHCD 1987:

R. A. Lavs
C. tf. O'tetr
T. D. Sege

Balance at

of Period AddttkMS

$ 278 $ -
20 104

146
206

$ ~T50 $ ~~IW

AmBts
Collected

J 41
18

146
19

J ~7W

Sa
of

OffTOt

$ 41
IS

19

J —— 75

hnce at EM!
Pertod (2)

•iMOarreat

t 196
91

168

t 155

FISCM. YEMt CVCD 1988:

L. L. Hansen
R. A. Loos
T. 0. Sege
V. BattagIla

237
106
187

$ ~53B

IS2

$ 41
21
18

152

$ ~73?

196
K
49

74
120

* ~TO

FISCM. TOR FJDO) 1909:

L. L. Hamot
R. A. Ions
T. 0. Sege

t 196
85

169

I ~43D

196
II
49

I I
120

63

(I) As to col« Aitted the is none

(2) The OBoants receivable are snported by notes »itb interest rates Hbtch range fro* 6.75* to 9.0%
due la 1990 through 1992. vltn rtmnm stock of the Ccapany pledged «s collateral.

O



VMtlM ASSOCIATES. IK. A0 SflBSIDLAST OVPMIES
PROPERTY. PLAMT. AW HJVIPICMl (1)

for the fiscal year* ended 1989, 1988 art 1967
(Dollars m Nillions)

SGKMLE V

Class if icattCH

Balance at
Begtoning
of Period Additions Ret ircnonts

Other
Changes (2)

Balance at
Cud of
Period

FISCAt rEAD EMD 1987:

Land and land leaseholds
BM fid fugs
Machinery and equipment
Constrnctlon In process

Total

«:
(8,

2.5
3.0

(8.0)

f 14.0
155.4
270.9

18.3

$ 4W.b

FISCAL TEAR FWfD 1988:

Land and land leaseholds
But Id ings
Machinery and equipment
Construct fan in progress

Total

14.0
1S5.4
?70.9

18.3

0,3
8.3

36.1
3.5

0.4
0.1
/-I

X 14.1

28s!l
14,7

$ 477*-

FISCAL rtAR EWfO 1989:

land and land leaseholds J 14.1
Buildings 156.7
Machinery and equipment 285.1
Construction In progress 14.7

Totat t 472.6

0.2
15.8

6^3

(1-0)
(15.3)

(1. 2
4.3
2.4

$ 14.3
172.3
301.2
23.4

J 57T7"

(1) See accompanying notes to the consolidated financial statenents.

(2) Capitalization of construction in progress, acquisitions and
sales of businesses, and reserves for discontinued operations.
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WKIM ASSOCIATES, DC. MO SWSWWRT COTMIC
MXMUTH) OFJWCIATIW. OEFLETIOI MB MRTlZAriOl OF

raorcRTY. rum. im wnewr <i)
for tfce fiscal years. earted 1909. 1968 and 1987

(toilers in

saeoof n

DescrtptkM

FISCM. TCMt OBED 1987:

Land and land leaseholds

Machinery m

Total

Batawe at
BegkMtng
of fcrkrf Mdltfaws Aetireamts

Other
Changes (2)

(6.2)

Balance at

Period

FISCM. VEMt OOED 1968:

Land and land leaseholds
B«IMtags
Hadiiiiery and

Total

0.4
6.0

52.6
(1.4)

.9)(13
0.9
1.4

$ 2.3
61.5

167.1

$ Z3T9-

FISCM, VD« 1969:

Land and land tanetolds
BaiMings
Hackinery and

Total

61.5
167.1

(0-7)
(10.3)

rmn

2.7
67.8

187.9

HB.<

(1) See acajBpanying notes to the consolidated financial statements.
(2) Capitalization of construction in progress, acquisitions and

sales of businesses, and reserves for discontinued operations.
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Description

ALLOUAKE FOR OOOB1FM. WTD
ft ACCOWn RECEIVA3U:

Fiscal Year Ended 1987

Fiscal Year Ended 1988

Fiscal Year Ended 1989

WRIM ASSOCIATES. MC. MB SMSBIMtt OMPMHES
WUMIIOI MB QM1IFYMC MXUnTIS (1)

for tte fiscal years ended 1989. I«8. «d 1967
(Dollars to Ihonsanns)

VIII

Balance at
Beginning
o* Period

$ 2.646

I 1.788

$ 2,037

Charged to
Costs and
Expenses

I 626

$ 760

$ 433

OedMCttons

Description Anoant

t*-it*-offs \ (1.486)

ft Adjutants $ (511)

Write-offs
ft Ad>tstne«ts $ (759)

Salanoe at

Period

$ 1.788

$ 2.037

$ 1.711

ESTIMATED LIABILITY FOR
raoncr wwuwnr:

Flsczl tear Ended 1987

Fiscal Yanr Ended 1988

Fiscal Year Ended 1989

S 24.0H $ 30,063

t Z3.586 $ 30.199

( 24.101 t 38.156

Ibrrarty
Expenditures

Actual
Unrranty
Expend 1 tores

Actual
VBrraBty
Expenditures

\ (W.46S)

t (?9.684)

t (32.347)

J 23.S86
annnnnnnnninnn:

$ 24.101
••nnninnnvn^vi

I 29.910
••naniaMnnHM

(1) As to colvw QBttted the answer Is "none*.



WttIM ASSOCIATE. IK. AM) SUBSIOUftT

SHORT-TERM BORROWINGS-

f<r tte fiscal years ended 1969. 1988 and 1987

(Dollars IB Hill tons)

Schedule IX

Category of Aggregate

Snort-Tern Borrowings

Balance

at End

of Period

feigned
Average

Interest

Rate

fextam

Avount

Outstanding

During Period

Average Avt.

Outstanding

During

Period (2)

Ueightcd

Average

Interest Rate

During Period (3)

Avxnts payable to Banks.

factors, and Other

Financial Institutions

for Borrowings (1):

Fiscal Year End 1987 148.8 $48.8 $25.9 9.8%

Fiscal Year End 1988 $14.2 12.5% $61.8 $43.0 9.5*

fiscal Year End 1969 JS3.7 9.4% $91.6 $S9.6 10.3%

(1) At fiscal year end 1989. 1988. and 1987. the Coopany had total unused co-Bitted lines of credit amounting to

$170 Billion. $100 aillion. and $102 Billion, respectively. Total borrowing is stftject to limitations included

in long-term debt agreements. No coHpensating balances Mere Kintained in 1989. 1988. 0- 1987 under credit

agreements in effect during these years.

(2) Average avx«its outstanding based oa balances at the end of each of the 12 Booths in the fiscal year.

(3) Weighted average interest rates based on the balance and applicable interest rate for each aaount payable at

the end of each of the 12 Booths in fee fiscal year.



SCHEDULE X

VMOAM ASSOCIATES, DC. WO SUBSIDIARY O3ffMOES
sopHfleoaRy ncac sisaoffiwr INFORMKEICN

for the fiscal years ended 1589, 1988, and 1967
(Dollars in thousands)

Item

Maintenance and repairs

Depcecicita.cn expense

Aivertising costs

1989

$34,713

$40,656

$11,260

1988

$31,578

$40,424

511,186

1987

$28,212

$37,275

$9,634

Amounts for aBOrtizatJ.cn of intangible assets and other deferrals, taxes
other than payroll and inocae tares and royalties are not presented as sudi
amounts are less than 1% of total sales.
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IMDEX OF EXHIBITS

Exhibit
Nunfcer . . Location

3-a Registrant's Restated Certificate of Incorporation,
dated June 26, 1987:

Exhibit incorporated by reference to
registrant's Form 10-K for the year ended
October 2, 1987, f i Ifld Deoeaber 22, 1987.

Registrant's Bylaws, dated Octcber 20, 1989: ~
Exhibit incorporated ty reference to
registrant's Form 8-K f i led December 1, 1989-

3-c Registrant's Specimen Stock Certificate:
Exhibit incorporated fcy reference to
registrant's Form 8-K for the month of
February, 1977, filed Harch 4, 1977.

4 Registrant's Preferred Stock Purchase Rights
dated August 26, 1586:

Exhibit incorporated by reference to
registrant's Form 8-A dated August 26, 1986,
filed Septenfcer 2, 1986, and amended by
amendment no. 1 dated July 7, 1989.

11 Computation of Earnings Per Share ................... Page 47

22 Subsidiaries of the Registrant ...................... Page 48

24 Consent of Independent .Vxxwntants .................. Page 49

28 Agreement between Varian Associates, Inc. and the
Department of Defense concerning termination
of suspension of Continental Electronics, a
division of Varian, and establishment of a
continuing surveiliance program. ............... Page 50
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WB1M ASSOCIATES. IK. Ml SttStOUKT COPMHES
COMPVTATIfli OF EMUMKS *Ot SMM II AtOMOMCEvim mown* KLEASE ». 34-9*33

11

(Shares in

Artnal velgbted average stares outstanding for the period

Dilative enptoyee stock options using avenge anvtet price

Total shares based on snares outstanding and the • i imapr ion
that all stock options will be exercised at average stock
narket price

Additional dllntlve employe* stock options nslng ending
•arket price

Total snares based on stares outstanding and the assumption
that all stock options will be exercised at ending
narlcet price

(Dollars in millions, except per stare anowtts)

Earn fogs fran continuing operations

•et earnings applicable to felly dilvted earnings per share

Earnings per share based on SEC interpretive release
•o. 34-9083:

Earnings from continuing operations

F«My diHrted net earnings per share

1969

20.623.0

36.0

20.659.0

1988

21.881.0

41.0

21.922.0

14.0

H87

21.663.4

*-'

21.756.4

78.0

20.659.0

31.S

31.5

1.S3

J T5T

21.936.0

27.8

Zl.834.4

$ 21.4

5

t

J

27.8

1.27

I.Z7

S

J
$

21-4

v.98

o.w

-47-
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VtttA* ASSOCIATES. IK.
SUBSIDIARIES OF TIC Rf&ISTWUTT

Fiscal 1969

Organ lied Unfer
Laws of .

California
California
California
California
California
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware

Vartan Associates. Inc. (Reentrant)
Sttefdiarfes;

Aaalyticne» International, lac.
Vartan Associdtes Lteited
Varfan Export Corporation
Vartan Investment Corporal km
Var:an Realty. Inc.
Varian China. Ltd.
Var*an Instrwents. Ltd.
Varian Microwave Equipment. Ltd.
Vartan Pacific. Inc.
Vartaa Instruments of Puerto Rico. Inc.
Varian Seai conductor Eqpt. Co.. Inc.
Varian BJC-. Ltd.
ttaosfield Insurance Coepany
Variaa Australia Pty.. Ltd.
Jerian Pty.. ltd,
Variaa Tectrtroo Pty.. Ltd.
Varian Ges*tt
I.V. Varian Benelux S-A.
Varian Intiustria e Coaercia Ltd.
Varian Canada. Inc.
Varian Electronics ApS
Varian SA
Varian &*«
Vzrian SpA
Varian S.A.
Varian AB
Varfan AG
Varian International AC
Variaa Taiwan. Ltd.
Varian Benelux 8.V.
Varian FSC B.V.
Vartan - TEN Halted
Varian TVT Liaited

Affiliates (not consolidated. Included at equity):

Varian - Korea, Ltd. South Korea
Tel-Varian, Ltd. Japan
Spectrosccpy Imaging Systems Corp. Delaware
Varian - TEL. Ltd. Delaware
Varian Supply Co. (VASCO) California

lustra I ia
Austra 1 ia
Australia
Austria
Belgitai
Brazil
Canada
OenBark
France
West Gersny
Italy
Mexico
Sweden
Switzerland
Switzerland
Taiwan, fbeprtlic of China
Ibe Better lands
The tetter lands
Snited Kingdon
Bnited

Exhibit 22

Percentagt of Voting
Seorittcs Owned

100%
t«0%
100%
100%
100%
100%
100*
100%
100%
100%
100%
100%
100*
100%
100*
IW*
100%
100*
JOO*
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

61%
50%
so%
50%
50%

All of the above stteidiarfes are included in Variar'% consulidsted financi*: statements.
Tne naws of certain consolidsted stfcsfdteries feve been omitted because, considered in
tne aggregete as a single stAsttiary. they wouM not certsitut* a significant srtstdiary.
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Exhibit 24

CONSENT OF IHDEPKHBBHT ACCOUNTABTS

We consent to the incorporation by reference in the
Prospectuses constituting part of the Registration
Statements of Varjan Associates, inc. on Forms S-8
(Hos. 2-81702, 2-/3721, 2-63510 and 2-50061) of our
report dated Oc.tober 20, 1989, on our audits of the
consolidated financial statements and the financial
statement schedules cf Varian Associates, Inc. as of
September 29, 1989 and September 30, 1988 and for
each of the three fiscal years in the period ended
September 29, 1989, which report is included in this
Annual Report on Fora 1O-X.

COOPFJ*S & LYBRAND

£an Jose, California
December 15, 1989
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EXHIBIT 25

AGREEKEN? BETWEEN VARIAN ASSOCIATES, INC.
AND TEE DEPA3TXENT Or DEFENSE

CONCERNING TERMINATION OF 'SUSPENSION OF
CONTINENTAL ELECTRONICS, A DIVISION Of VA3IAX,
ESTABLISHMENT OF A CONTINUING SURVEILLANCE

1. On July 6, 198S, the Department of the Navy (Navy)
£-.-re?.ce5 Variar. Continental Electronics, a division of Va:;.»-
Asscciates- I;.c. (Variar.), fron contracting with any acer.cy :r.
the executive branch of the Federal Government. This acricr. vis

upon certain evidence, in the forn of a publicly-released
.svit in support of a search warrant, that convinced the Navy

Debariing Off icial-that adequate evidence existed of
irrecjlaritiei of a serious nature relating tc government
contracting, Ir.vclving Mr. Joe Erficley, Vice President cf
Marketing for Varian Contir.er.tal. In addition, the'Navy letter
of July 6, 19?8, offered Varian Associates, Inc. the opportunity
tc demonstrate ite present responsibility as a government
contractor.

2. The policy set out in the Federal Acquisition
Peculation IFA?.) is that suspension and cebaricer.t actions ere
discretionary, tc be imposed for the Government's protection, ret
fcr purposes of pur.jshn.ent.

3. The Navy and Varian have had extensive discussions
about Varian corporate and division policies and practices. As
part of these discussions, Varian and the Ravy have confirmed
actions already taken by Varian and have identified further
actions to be taken by Varian*

4. Varian has already:

(a) taken the actions described in Annex I, designed to
assure its integrity as a government contractor,

(b) advised the Navy, In a presentation made pursuant to
FAA 9.407-3, of the facts and circumstances known to it
surrounding the conduct of Mr. Bradley and taken
appropriate corrective actions, including employee
discipline, based on the results-of its inquiry.
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5. Van an will:
(a) complete the actions described In Annex II on or

before the dates shown en Annex II in a Banner
satisfactory to the Assistant Secretary of the
Navy (Shipbuilding and Logistics);

ft) report monthly to the Assistant Secretary cf the
saw (Sr.i-3-jilainc and Locistics) cr. action unde

"

(c) maintain in all aaterial respects, for a period cf five
years, the actions arc procedures describee in Annex I
end Annex II;

(c) er.s-re that Varian's performance under this Agree-e-t
is ror.itcrec by a Comittee on Aud.t and Compliance
of the Variar. Sca:d of DirectciS;

(eJ during the five-yea: tern", of this Agreement, prcvice
access to the following classes of documents to the
Department of Defense (including administrative
contracting orfjcers and DCAA auditors): ail (1)
internal audit reports; and (2) independent audit
reports;

(f) provide to the Department of Defense, including b-t
not limited to the ACOs and DCAA auditors, access to
all Varian records necessary to assure that Variar.
has performed each and every tern; of this Agreement
to be performed by Varian;

(g) cooperate fully with any investigation by the
Department of Justice (including the Federal Bureau
of Investigation) or the Department of Defense
(including its investigative agencies) of which Variar;
knows or learns in the future, but without waiver of
rights and defenses which the cccpany by law is
entitled to assert;

(h) upon indictment of any officer, employee or
consultant of Varien for violation of any Federal
criminal statutes, for conduct in connection with the
individual's performance of duties for or on behalf of
Varian, immediately remove the indicted officer,
employee or consultant fros active statue with the
Corporation;
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(i) upon conviction cf Varian for violation of ar.y Federal
crizinal statute, take appropriate disciplinary acticr.
against all responsible inSiv'icua'ls; anfc

(j) Upor. unappealed conviction, or after an unsuccessful
appeal, cf ar.y officer, employee or consultant fcr
violation of any Federal criminal statute for
conduct in connection with the individual's
perfcr~.ar.ee of duties for or on behalf cf Varian, t~<e
pror.pt action tc terminate such cfficer, er.ploye= zi
consultant.

6. Variar. agrees to report instances of nisccnduct
involving suspected violations of federal lavs re. la tine to
procurement to the Department of Defense Inspector Ger.eral with:.-
fifteen C£y5 af^er it becomes aware of such Eisccr.cuc-. Tr.e
nisconeucz tc be reported includes iciscord-ct by any pe rscr.,
including but net lizited to, those associated with Variar. c:
with the Gcvern^e-t. On a SST: j-ar.nual basis, Variar. shall
provide the Kavy with a list identifying all instances of
•r-iscoriduct reported curing the preceding six nor.ths. Necatzve
reports are required. Varian agrees that any reports cf
cisconcuct that coze to its attention immediately will be
investigated and followed, as appropriate or necessary, by
corrective action and notice to the Government of any potential
or actual irr.pact on any aspects cf Varian's Government business.
Kothinc herein shall be construed as prejudicing Variar.'s status
under the DOS Voluntary Disclosure Program, should Varian
otherwise qualify for such program.

7(a) During the term of this Agreement, Varian shall not
knowingly ertploy, with or without pay, an individual who is
listed by a Federal Agency as debarred, suspended, or otherwise
ineligible for Federal programs. Reasonable inquiry, consistent
with applicable laws, will be itade into the status of any
potential employee or consultant. Such reasonable inquiry will
include, at a KinimuT., review of the General Services
Administration's Lists of Parties Excluded from Federal
Procurement or Nonprocureoent Programs. Notwithstanding the
provisions of this paragraph, Varian is not required to terr.inat*
the ercploynent of individuals who becorae suspended or debarred
during their employment with Varian, except as provided in 5(j)
above. Varian, however, shall reoove such employees frons
responsibility for or Involvement with Government matters until
the resolution of such suspension or debarsent.

(b) During the term of this Agreement, Varian shall noc
knowingly enter into any contract or other business relationship
relating to Federal contracts with any individual or business
entity that is listed by a Federal Agency as debarred, suspended,
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or otherwise ineligible for Federal programs. Reasonable ir.cuiry
will be cade into the status of any such entity. Such reasonable
inquiry will induce, at & ninisun, review of the General
Services Ad-inistraticn's Lists of Parties Excluded free Federal
Procurement or Kon-Prccurer.ent Frocrar.2. Notwithstanding the
provisions of this paragraph, Varian tray enter into such a
business relationship if the President cf Variar.-first deter-ir.es
in writing that a corbelling reason justifies the relationship
end var i an has f urr.ished a copy cf the deterr.ir.at ie~. tc the Navy,
providing that so doing dees net violate the current provisions
of the Federal Acquisition Regulation or any subsequent
roc:rication to the Federal Acquisition Regulation itade d-jring
the ter~ of this Agreement.

3. Varic.n agrees that, costs described below shall be
unallovable for gcverr.r.er.c cor. tract purposes cr.d shal 1 ro- oe
charged directly or ir.ci rectly to any coverr.ner.t contract or
ELbcontract:

(a) the nor.-recur ring costs of perf erring the actions
listed in Arr.ex I and Annex II accomplished by Va::an
subsequent to June 14, 1538.

(t) all costs of legal services (whether performed ty ir-
house or private counsel), administrative and clerical
services, services of accountants and consultants,
salaries and wages cf employees, officers and
directors, travel, and any directly related costs
incurred in connection with the suspension of Varian
and the presentations, written and oral, to the Kavy in
connection with the suspension,

(c) any costs paid pursuant to paragraphs 9 and 10.

Varian shall wirhin 90 days cf the date of the Isst
signature on this agreement, adjust any billings already
submitted to eliainate any such costs.

9. Within 30 days of the date of the last signature to
this agreement, Varian will deposit $250,000 in a separate.escrow
account with the Bank of America. The funds in this account are
to be available solely to pay, at the direction of the Assistant
Secretary of the Navy (Shipbuilding & Logistics), liabilities of
Varian to the Cnited States, if any, which ace established by
final judgment of a court of ccnpetent jurisdiction or by
acreeze.it between Varian and the Dnited States, relating to
evidence developed as the result of the "ILL WIND" investigation,
including information provided by Varian as a part of the
suspension action.
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The Assistant Secretary of the Navy (Shipbuilding and
Loci sties) and Verier, shall review the status of this account,
annually beginning in January 199C to deterxine whether the funds
ir the account are adequate or any of the funds in zhe account
cey be returned to Varian. Interest earned on the funds in the
account will be paid to Varian annually on the anniversary date
cf the deposit. Any funds regaining in the account (incl jcmc
principal and interest) after resolution of such liabilities/ if
any, shall be returned to Varian. Varian shall be obliccT.ec tc
pay any adc.iticr.al amounts so determined to be due and ovine to
the United States for which fanes ir. the account are not
sufficient.

1C. Within thirty (3C; days cf the last signature to the
Agreer.er.t, the Navy will advise the Cc.-pany cf the costs whicn
the Navy his inc-jr red to c^te, the amount of costs which it wi 11
incur, if any, related to the invest ic = t :or. cf Varian as a part
of Operation "ILL WIJO", and the costs to the Navy related to
resolving the suspension 'hereinafter collectively "Navy Costs"),
the Company will rerr.it this amount to the Governr.er.t as and for a
final payment of such Navy Costs. This settlement in no way is
intended to cover investigative costs of the DOJ or any ether
Federal agency, or the cost of any future suspension or

11. In recognition of the actions se* forth herein, and
notwithstanding the on-going Department of Justice investigation,
the Kavy, on behalf of the Department of Defense, agrees that it
will terminate the current suspension cf Varian Continental
Electronics and will not suspend or debar Varian or any of its
divisions based upon the employee conduct and related facts and
circumstances set forth in the report described in paragraph
4(b). Consistent with this agreeae.-t, Varian will not be
suspended or debarred in the event of an indictment or conviction
based or. employee conduct which does not materially differ from
that already reported, as long as the Assistant Secretary of the
Navy (Shipbuilding and Logistics) determines that Varian has
taken appropriate corrective action to ensure that such conduct
will not be repeated.

12. Failure by Varian to aeet any of the conditions of this
Agreement or to perform any of the actions identified in the
Annexes, not cured to the reasonable satisfaction of the
Assistant Secretary of the Navy (Shipbuilding & Logistics) within
fifteen days after written notice cf such failure, will
constitute an independent cause for institution of suspension or
debaraient proceedings pursuant to the Federal Acquisition
Regulation, subject to any rights Varian Eight have under those
regulations and applicable law.
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13. The execution of this Agreement by the Navy in no way
waives any crininal, civil oc contractual renedy or right to seek
other costs not covered by this Agreeoent the Government nay have
for the acts set forth in the company's presentation described in
paragraph 4(b) or for any other conduct that would give rise to
such remedies.

14. This Agreement is a public document and raay be
distributed by the Navy throughout the executive branch of the
Government, as appropriate, and to other interested persons upon
request.

15. This Agreeoeirt constitutes the entire Agreement between
the parties and supe rsedes ail pr ioc Agreements and
understandings, oral or we it ten, with respect to the subject
matter hereof. Th i s Agreement shall inure to the benefit of, c- J
be bi nding upon, the pa;tles and thelr respective successors and
assigns.

16. This Agreement shall becone effective on the date of t.'-.e
last signature hereto and shall, except for the escrow account,
continue thereafter for a period of five years. The escrow
account shall terminate as provided in paragraph 9.

VARIAN ASSOCIATES, INC. DEPARTKEVT OF DEFENSE

<

(Date)
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ANNEX I

Actions taken by Varlan to assure its integrity as a
t contractor:

1. Established' in 1986 and operated continuously through 19B8,
a standing Executive Overview Conalttee ("EOC") comprised of the
Company's Chairman of the Board of Directors and Chief Executive
officer; President and Chief Operations Officer; Vice President
and President, Electron Device and Systems Group; Vice Pres:.ce::x,
Finance; and Vice President and General Counsel, to monitor,
review and oversee the Company's Government contract compliance
activities. Anong its other responsibilities, the EOC receives
reports fron the Company's management. Legal Department, and
Controller regarding conduct reported by eraplcyees, action tcker.
as to such reports ar.d responses sade to reporting employees .
The EOC reports annually, or more frequently as necessary, tc tre
Audit Corjnittee c_ the Company's Board of Directors with respec-
to Govern~e.it contract compliance natters and status , including
reports received fro:?. employees and action taken therecn.

2. Effective Septe-fcer 23, 1988, revised and reissued Cor.pjr;.
Practice 2001 "Engagement of Outside Professional Consultants"
(drafts of which were provided to and reviewed with the Navy tiS
Committee from July 19, 1983 through August 16, 1986), to pr-avide
for:

2.1 siandatory compliance;

2.2 corporate officer level authorization of all
consulting arrangements;

2.3 completion of new:

o Authorization fcr Consultant fora
o Professional Services Agreement
o Consultant Information Foro
o Consultant Report of Contact with Government

Employee;

2.4 compliance by all consultants with Varian'E
standards of conduct set forth in Company Pclicie
and Practices as well as all applicable law;

2.5 mandatory review by Corporate Legal and/or Pater.:
and Licensing Departments;

2.^ accurate statements of work on invoices and
acreersent of documentation as condition to
payment j
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2.7 prcr.i-'itir.c pay-ent c* any services or expe.-.s**
c-_:st>ectef tc ts ir. viclatior, c5 resuir t r t r . i s c:
this practice; and

2.8 accounting functions tc cospare end verify til
documentat ion, including completion, cf
author izat ions , contract end certificates, as a
precondi t ion to author iz ing payser.t, and to
caintair. records of payment.

3. Ef fec t ive Seoterr.be: 23, 1535, issued revised Ccrscar.y
Policy O O C 2 i r c c r p o r a t i r s c the not i f icat ions regarding appl icet i
tc c o n s u l t a n t s , and ir.ar.aceren-t approval of b1.:sines5 confe rence !

4. Inple~er.-ec v-ri*.-; Cc~p£r.y Pract ices ar.d Policies ct
Cor.t inentcl .

5. Thrct:^1-. A r t h u r Ar.cerser. t Co. , conducted a ccrplete a - j f :
cf the Cent Inen . a l E l e c t r c r . i c s Divisicr. to deterr.lne-.

5 .1 ccrolier .ee w i t h C? 2 C C I ;

5.2 i d e n t i t y cf ill consu l t an t s which were rot
r e c e i n e c in compliance wi th C? 2CC1;

5.3 iden t i ty o: ^r.y consul tant a r r a n g e m e n t s r e c u ; : l r
legal rev iew;

5.4 the n a t u r e of division practices and policies;

5.5 the s ta tus cf ce r t e ln p r io r in terna l audit e c t i c -
itens.

6. Legal Department review of all 28 consultants i d e n t i f i e d
by A r t h u r Andersen as a result of its audit, and issuance o* a
sunniacy report to the. Navy ver i fy ing the legitimacy of a c t i v i t y
perforsied under each of these consult ing arrangecente.

7. Sent le t ters of termination to all currently eaployed
consultants of Continental which were not retained pursuant tc
the requi rements of CP 2001, advis ing each of thera that the
consul t inc arran9en;ent was beins terminated to enable Veriar. tc
review the relat ionship, but not cue to or as the result of any
suspicions, indication or iimplication that any cf these
consultant^ are or were engaged in any inproper, unethical cr
illegal.conduct, and indicating fur ther that consultants whose
services were f i t i l l requi red , would be re-retained pursuan t to
the provisions of the revised CP 2001.

8. Performed audits by the Coapany's Internal Audit
Depar tmen t of al l government contract divisions. Centra l R e s e a r c
and Corporate operations regarding compliance with CP 2001 end C
1000, including r e f e r r a l of cer ta in consultant arrangements to
Corporate Legal for fu r the r review.
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9. Legal Department review of all marketing consultant
ar rangements refer red by internal Audit as a result of the
government contract divisions' audits, and Issuance of a surrcary
report verifying the legitimacy of activities performed under
each of these consulting arrangements.

10. Co^enced the process of sending letters to all c u r r e n t l y
employee consul tants cf Var ian ' s government contract d iv is ions
whose consul t ing ar rangements were not initiated pur suan- to the
procedures specified in C? 2QG1, advising that all consultants
f r o m whon services continue to be required Bust be re-engaced
p u r s u a n t to V a r i a n ' s revised "Engage/rent of Outside Professional
Consu l t an t s " Practice 2001, and pending such re-engagecent, the
prev ious < onsui t ing a r r a n g e m e n t is t e r m i n a t e d . The purpose of
these not ices is to enable V a r i a n tc proceed w i t h implement ir.c
its revised consu l tan t re ten t ion process, and not due to or a^ £
resul t of any susp ic ion , i n d i c a t i o n or impl ica t ion t;hat any of
these i n d i v i d u a l s o: ccnpaniea are or were involved in any
improper , une th i ca l c t illegal ac t iv i t i es .

11. S t r eng thened f inanc ia l controls Company-wide w i t h respect
to payments to consul tants and general controls of non-purchase
order payments.

12. Disciplined all employees who have participated in any cf
the m a t t e r s which were reported to the Navy on October 13, 198e.

13. Issuance to all employees and supervisory personnel of
seven memoranda f rom 1986 through 1988, from the Chairman of the
Board and Chief Executive Officer . These memoranda:

e
istributed Corcpany Policy No. 0001 entitled 'Legal
nd Ethical Conduct" (C? 0001), which reaffirmed th

Company's commitment to ethical and legal conduct in
all its activities, and the absolute necessity of
conpliance with the law/ including Government
regulations in performance of Government contracts;

stressed that infractions of Company policy,
applicable laws, or recognized ethical business
standards "will subject the employee to disciplinary
action, which may include . . . suspension or
dismissal;*

specified the responsibilities of the executive
office, managers at all levels and the Company's
General Counsel to implement Varian's policies and
procedures and the obligation of all employees to
comply with and strictly observe these policies and
procedures* and
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o established a oechanisn (enunciated in C? 0001 and
2100) requiring all eapicyees to report, on *
confidential basis and without fear of retribution for
such reporting, any conduct involving the Company
which is known to be illegal*

14. Issued to Varian's General Operating Committee a
oe.rorar.du3i dated July 16, 1S38 stressing the absolute necessity
of compliance with Company Policies and Practices and distributed
a draft "Certification of Compliance" document proposed to be
executed by all management personnel.

15. Proceeded with efforts initiated in 1986 and continued
through 1988 to strengthen the Company's tiae charcing procedures
«na policies through:

o issuance and distribution to all present managers and
supervisory pe rsonnel involved in Government contract
work, and all such new employees upon employment, the
Company Controller's Manual Addendum, dated May 12,
1986, entitled "Tine Card Preparation and Audit
Procedure", or subsequent revision;

o increased time card training;

o the requirement that all tioe cards be prepared ir
ink; and

o increased floor checks and audits of time card
practices.

16. Continuous implementation, improvement and expansion frc-
1986 through 1983 of traininc programs, practices and procedure,
in the following subject areas:

1. Timecard Awareness
2. Government Procurement System Requiresents
3. Production and Inventory Control
4. Buyer Training
5. Defense Priorities Allocation System
$. Government Property Management
7. Export Licensing
8. Transportation of Dangerous Goods
9. Small Business Requirements
10. Ethics Guidance and Information
11. Cost Principles
12. Intracorrpany Pricing
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13. Ethics and You (Hevised Version cf Ethics C-:c"ar.ce
and information)

14. IRiD/B&? Awareness
15. Government Contract Co- liance and Audit Training
16. Row to Avoid Defective Pricing
17. Doing Business Kith the Government
18. Expense Reporting
19. Business Conference Guidelines
20. Refresher Course - Condensed Ethics, Cost

Principles, Expense reporting, ar.c Business
Conference Guicelines

17. Established ir. 1986 and expanded in 1988, a Corporate
Government Business^Accounting ana Coxpliance Programs functicr.
with £ dedicated izanacer appointed in 1S83 reporting directly tc
t̂ .e Corporate Controller. This expanded function incorporates
t-,e previous Government Pricing and Accounting Organization o:
t *je Company's Microwave Tube Division, which previously handled
such natters.

18. Expanded and strengthened the Company's Government
contract compliance efforts through improved syster.s cf control,
and increased employee awareness cf the importance cf co~pliar.ce
with Government contract rules and regulations. Acco-plish-.er.*
of these objectives involves:

18.1 Increasing in 1986 and continuous development
through 15B3 of the function and capability of the Company's
Government Accounting Organization through:

o assignment to the Corporate Controller, direct
responsibility for Governoent contract
accounting and compliance; and

o assignment of Government contract audit
responsibility to the Corporate Audit
Department, including adding dedicated
Government contract auditors?

18.2 Appointed an Affirmative Government Compliance
Team comprised of the Corporate Controller, Manager of Internal
Audit, Manager of Government Business Accounting, and Legal
counsel, tc undertake the initial review, organization and
implementation of the above-described programs, continue their
ircplementation, and report recommendations and progress to the
EOC.
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19. Implemented the following policies and procedures

Action

Policies 4 Procedures

Issued new Marketing Practices
Policy No. OC06

Issued new Esployfflcnt of Forcer
Government _£;sployees Policy
No. 050C

Issued new Management Certification
Policy No. OC15 and began
implementation

Issued rew "Code of Conduct" booklet
and initiated distribution

Expanded "Hct Line" process to include
a help-line feature to procote and
foster employee inquiries

20 . Communications

20.1 Sanctions & Conpliance
Communication Progran

20.1.1 Company President's letter to
all Group Presidents

20.1.2 CEO and President's letter to
managers and supervisors
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ANNEX II

Actions to be taken oc continued (as Indicated) by Varian to
assure its integrity as & government contractor.

1. Internal ethics control report to be subsitted to ASN (Sill ,
Eonthl which vill

1.1 Status of defective pricing cases.

1.2 Kotif ication of any external Investigation relating to
government procurement of which the coapany is aware.

1.3 Notification of ar.y Qui Tan suit relating to gcvecr.-^e-.i
contracts of which the company is aware,

1.4 Instances of disciplinary action for violations of
standards of concoct. To be reported generically by
type of violation accompanied by a statement regarding
the level of discipline.

1.5 Standards of conduct/ethics awareness training conducte
and number of people who participated at Defense
Divisions.

1.6 Nur-ber of Hotline calls relating to government contract
and disposition of each call.

Continental Electronics Division Compliance

2.1 Completion of all mandatory and supplemental
coapany training progress involving compliance
and ethics as follows:

2.1.1 All employees* four part mini-
module (Business Conduct, Cost
Principles, Expense Reports and Completed by
Ethics) January 1989

2.1.2 All employees:
Card Module January 1989

62



-2-

Training

3.1 Marketing Practices Course (training
pursuant to new CPC006 Marketing
Practices Policy)

3.1.1 Course caterials and content
preparation January 1989

3.1.2 Icpleraentation of training for:

o CHD Marketing Modules
o Other EDSG Divisions:

Marketing Modules
o Cc-.sercial Divisions:

all Modules

Audits

4.1 Compliance with CP 2001 'E
of Outsace Professional Consultants'
by Coar.ercial (non-gcvernsient)
divisions

4 . 2 Inter na i A--:<ii t "Cove rnaer.t Conpl iance
Reviews"

4.2.1 Beverly Microwave Div.
4.2.2 Microwave Tube Div.
4.2.3 Continental Electronics

Division
4.2.4 Solid State Microwave Div.

4.3 Internal Audit Cost Principles
review of EDSG Sales Offices

4.4 Internal Audit Control Review
Western Data Systems EDP Audit
of Continental

4.5 Internal Audit Conpany-wide of
marketing activities and pro-
cedures to review implementation
of Company Policies and Proce-
dures (CP's numbers OOC1, 0002,
0003, OC05, 0006, 0350, 4900,
4941 and 4902) .

January 196S

March 1935

Ongoing

Karch 1S9C

For these fou;
divisions:

ongoing throve!-
December 31, 1559

Decenber 31, 19£

December 31, 1929

Ongoing thrc^c.1^
December 31, 193?
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4.6 In addition to previously coapleted
audits of specific policies, additional
internal audits of CED to confirm
implementation of Conpany Policies and
Procedures required under Kan&aeaent
Certification (CPG015) " Kerch 19S9

5. Ethics Awareness Frogrec

5.1 Executive workshop procram

5.2 Extend ethics awareness program to
.T.er.t levels

January, 1939

Corcsencinc
January 1539

Varian will provide to the Navy documentation concerr.ir.g
raco^par.y transfers, to include:

6.1 Corporate audit follov-up reviews of divisions that ha-
either not iT.pIenented company practices en int r*c &*-.?.**
transfers/ or had only partially or inconsistently
implemented these ccrapar.y practices.

£.2 Arthur Andersen and Coaoany review of intraccoipany
transfers froa Simicon

6.3 Status of new procedure on intraconpar.y transfers and
plans for auditing implementation of new procedure.

Completed Actions fros Annex I which are to be
continued in addition to other ongoing actions
set forth in this Annex II

7.1

7.2

7.3

Operation of the Executive Overview
Committee

Company Policies (subject to appropriate
revisions, reissuance or other iaprovenents)

Periodic compliance audits by Varian's Internal Audit
Department and Independent auditors as designated in
the annual audit plan and as included in the
Controller's check list (quarterly) and the Internal
Control Questionnaire (annual)

7.4 Ongcing and periodic training ^rograas
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7.5 Tho Corporate Business Accounting and Cocpliance
Program function

7.6 Operation of the Affirmative Government Co&pllance Tea::

8. The Chsirrcar./CEO of Varian will tcet with the ASN (SSL)
quarterly to discuss the implementation of the terns of the
Agreement.
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^White Wire Rope Co., Racine - R. Kohler, Maintenance:
\lo not make copperas any more. They dispose of their pickle liquor to the

.ne Sanitary District. The copperas producing machinery is idle in their plant
this time.

P - Interlake Steel, Riverdale - Jerry Hardacre:
Hardacre says they have nothing of interest for us for the moment. The relation-
ship continues cordial.

P - Northshore Sanitary - Bill Koepsal:
The half and half ferrous ferric chloride is working poorly at North Chicago and
badly at Waukegan. He says he has to have the ferric salt the Gary situation should
ease by the end of this week however and a tank truck will be rushed up all speed
possible.

P - Rockford Sanitary District - Richard Eich:
The Rockford Sanitary District will not entertain the thought of receiving and
storing and accumulating chemicals for us for shipment froo their premises to
Kansas City or Gary, No'other news.

P - Stewart Warner, Chicago -• Gothelf:
There has been a big shake up, the enviornmental committee is disolved, and the
pollution problem has been turned over to a new man Dick Johnson, will Horn please
contact him, out for the day.

P - Zenith Radio - Phil Bolander:
They are contemplating an electronic parts cleaning set up using freon TMC which
will be reclaimed by distilling, leaving a mud that they wish disposed of. He
claims he will generate 3200 Ibs. per day of sludge comprising 40 to 60% slate
flour 35% styrene polymers approximately 1% tertiary butyl benzoate. He wants
to know what we will charge to dispose of this for him. He can get us representa-
tive samples, presumably from somebody elses rig, if we want them. Will speak
to Art Davis about this.

Call - Spent the day with N. B. Hjersted and Davis at Gary covering business in
conference.

P - Southbend Sanitary District - Jeter, Chemist:
Their new plant built by Solitt is not working! So they are using no chemicals,
have backed off to let the Solitt engineers make the place work or else. No
business for us untill they get through this phase.

November 15. 1974

P - Elkhart Sanitary District - Mr. Lingard:
His problem of to much sludge for the capacity of the plant continues. They are
trying different strategies but no chemicals because he says chemicals would only
increase the amount of sludge. Again he dodges the question of what is the per cent
solids in the sludge, which in my opinion is essential to correct thinking in the
entire matter.

November 18, 1974

P - National Lock Co., Rockford, 111. - Dick Nordberg:
Was unable to reach Bennett the chemist. Nordberg, Purchasing, gave me a rough
two minute phone visit to say that I would have to sharpen my pencil before they
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/

/ - Barber Coleman Co., Rockford A, H. Guernsey,
Purchasing

Only outbound chemical of consequence is 2,000 gallons a tionth of mixed oils
including lub oils, cutting oils, and probably hydraulic oils. Never the less
he would like our brochure. Will Kansas City please send to 

P - Admiral Radio, Harvard, 111.
Attempted to phone Orland Turrif but he was per usual not available. The
phone service in this place is terrible. Will phone from Lake Loff later.

November 22. 1974

Northshore Sanitary District - Bill Koepsal
The second tank wagon of ferric chloride from Conservation is delivered, they
are resting easier with us. Bids for the 1975 ferric chloride and lime re-
quirements will be mailed out shortly, we helped Koepsal on his rewording to
include 267. ferric chloride.

P - EPA, Springfield, 111. W. Child
Child returned my phone call to say that he had been unable to obtain any policy
clarification regarding liquid chemical.disposal in land fills. Nevertheless
they were sending us what data they had available in regard to Pagel's pit.
We will have to see what they finally show up with.

Child also suggests that the only way I can assemble the picture of "what is
happening" is to come to Springfield and talk to the people. He volunteers
to arrange •yyclntments for me and introductions with several important people
involved including his boss, etc. (N.B. Hjersted vetos this to my regret. I
believe that this is the only way that we will find out what the thinking is.
Whether the thinking stays put after our investigation of it is of course a
matter of speculation).

November 25. 1974

Phone Conference with Art Davis:

Trent Tube - Art suggests I call here,East Troy, Wis. to check this situation in
view of receipt of an inquiry from Trent Tube for prices on substantial quantities
of a pickle liquor or neutralized sludge from same. This account has to now been
handled through Hydrite Chemical.

Samples of Pickle Liquor not yet received from Northwest Steel & Wir«-- Horn
phoned Northwest to find they have not been sent, are still coming when available.

End of conference with Art Davis.

P - Corey Steel Perkins '
The machinery to prc-duce copperas and rejuvenate his picle liquor is out of
counnission. He has some 6,000 gallons a week of piclc liquor available and will
receive a quotation from us on this. I asked for a sample which he says will be
available in a week or so. They are rebuilding their acid tanks. Horn will pick
up this sample and rush it to Gary for this is a clean pickle liquor, sulphuric.
It would be of use to us in several directions. Perkins says it will be a year
c- move before tK-~' ^et '-:.e :ie*- parts for their centrifuge for their rejuvenating



Trip to Rockford^

Call - National Lock Dick Nordberg, Purchasing
He has a quote from AAA, a local outfit to leave 2400 gallon portable tanks on the
premises to be loaded at Nordbergs pleasure, and to be picked up via cables and
wench, etc., by a special truck and carted away. AAA speaks of six land fills
that are authorized to receive chemical wastes.

The other hard fact is that National Lock is going through paroxycso of re-
trenchment. They are selling all suplus stocks, including their tool steels.
So Nordberg says it is just not in the cards for them to spend any more money
on vendor services than they have in the past. They have not utilized AAA's
service yet. He tacidly admits that cyanides from National Lock are through
Kullberg scattered in the Byron area and they are concerned chat they may be
legally implicated before we are done with the Byron Salvage situation.

They have some lube oils and cutting oils that are hauled away for a fee,
approximately 1500 gallons a month he says which sounds low. They also have
twenty drums a month of paint and solvent cruds.

Call - Greenlee Brothers, Rockford, 111. E. Hogan, Purchasing
They have their own homemade rig to precipitate the oils out of their cutting oil
emulsions so that they can dump the water into the sewer and reclaim the oils.
These are mixed with such lub oil slops as they generate, taken away by a salvage
outfit for a fee, 1,000 gallons a month. This is one of the large machine tool
manufacturing outfits in town.

P - Rockford Sanitary District Dick Eich
Eich was in conference with consultants and equipment manufacturers in regard to
expansion of the Sanitary District facilities. He would be tied up all day.
He said he has no knowledge whatsoever as to what is happening to cyanides
locally but will do his best to find out. Presumably I can learn from him after
he has found out from people where the cyanides are going as of this moment. He
acknowledges the legal action at Byron and is just as curious as we are as to
who is doing what at this time.

P - Environraental Proctection Agency, State Offices, Rockford - Harris Shein
Harris Schein also says he has no knowledge whatsoever about what is happening
to cyanides locally now that the Byron free wayside dump has been shut down.
He finally admitted that this is not because he doesn't want to talk to me, he
ju:-t doesn't plain know. So no help here.

P - Commercial Wire Products
No out bound chemicals they say.

P - Sundstrand Corporation, Aviation Division N. Florence
They develope 500 drums a year ofsludge from an electro machining device called
elox plus laping compounds. Do we hnve any experience in handling these products?
They also have 7-15,000 gallons of mixed oils and solvents. This is a mixed
bag indeed including cutting oils. When we have something out this way we can
take another look at this one.

They have another division, Sundstrand Hydraulics. Talked to Ron Grim there to
find again mixed oils, 10,000 gallons per month.
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